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RAISOR, ZAPP & WOODS, PS.C.

Certified Public Accountants

513 HIGHLAND AVENUE

P.O. BOX 354

CARROLLTON, KENTUCKY 4100% )
2-06 FAX (502) 732-6161

INDEPENDENT AUDITOR’S REPORT (502) 7326655 FAX (502) 73

Kentucky State Committee For School District Audits
Members of the Carroll County, Kentucky, Board of Education
Carroliton, Kentucky

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of Carroll County, Kentucky, Board of
Education, as of and for the year ended June 30, 2013, and the related notes to the financial statements, which
coliectively comprise the Board of Education’s basic financial statements as listed in the table of contenis.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generaily accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’'s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States and the provisicns of Office of Management and Budget Circular A-133, Audits of
States, Local Governments and Non-Profit Organizations. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of
the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, each major fund, and the aggregate
remaining fund information of the Carroll County, Kentucky, Board of Education, as of June 30, 2013, and the
respective changes in financial position, and, where applicable, cash flows thereof for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note O to the financial statements, the District’s previously issued June 30, 2013, financial
statements have been restated to correct a misstatement in the classification of fund equity in the governmental
fund financial statement and net position in the statement of net position. The auditor’s report dated November
6, 2013, on those previously issued statements is to be disregarded and is replaced by this auditor’s report on
the restated financial statements.

. _ Page 1
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Kentucky State Committee For School District Audits
Members of the Carroll County, Kentucky, Board of Education
Carroliton, Kentucky

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and budgetary comparison information on pages 3-10 and 42-45 be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an essential
part of financial reporting for placing the basic financial statements in an appropriate operaticnal, economic, or
historical context. We have applied certain limited procedures tc the required supplementary information in

The combining non-major fund financial statements, other supplemental schedules listed in the table of contents
and the schedule of expenditures of federal awards are the responsibility of management and were derived from
and relate directly to the underlying accounting and other records used to prepare the basic financial statements.

financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the combining non-major fund financial
statements, other supplemental schedules listed in the table of contents and the schedule of expenditures of
federal awards are fairly stated in all material respects in relation to the basic financial statements as a whoie.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 6, 2013,
except for Notes L and O as to which the date is February 24, 2014 on our consideration of the Carroll County
Board of Education’s internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is
to describe the scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing Standards in
considering Carroll County Board of Education’s internal control over financial reporting and compliance.

/l)\W,% * AWesdar, V5

RAISOR, ZAPP & WOODS, PSC
Certified Public Accountants
Carrollton, Kentucky

November 6, 2013, except for Notes L and O as to which the date is February 24, 2014

Raisot, Zapp & Woods, PS.C.
CERTIFIED PUBLIC ACCOUNTANTS Page P



CARROLL COUNTY PUBLIC SCHOOL DISTRICT — CARROLLTON, KENTUCKY
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED JUNE 30, 2012

As management of the Carroll County School District, we offer readers of the District's financial statements this narrative
overview and analysis of the financial activities of the District for the fiscal year ended June 30, 2013. We encourage
readers to consider the information presented here in conjunction with additional information found within the body of the

audit,

The Management Discussion & Analysis (MD&A) is an element of the reporting model adopted by the Governmental
Accounting Standards Board (GASB) in their Statement No. 34, Basic Financial Statements — and Management's Discussion
and Analysis — for State and Local Governments, issued June 1999; GASB Statement No. 37, Basic Financial Statement -
and Management's Discussion and Analysis — for State and Local Governments; Omnibus, an amendment o GASB
Statements No. 21 and No. 34, issued June 2001 and in GASB no. 38, Certain Financial Statement Note Disclosures,
Issued in 2001. Certain comparative information between the current year and the prior year is required to be presented in
the MD&A.

FINANCIAL HIGHLIGHTS

s The ending cash balance for the District was in $9,451,259 in 2013 and $8,403,814 in 2012. This represents a
increase of $1,047,445. This is partially the result of utility tax revenues being $820,032 more than budgeted.

« Our management strategies included conservative estimation of revenues. This was based on historical
revenues received as compared to budget.

e The District purchased (2) school buses totaling $189,280. Additionally, Early Head Start funds were used to
purchase a mabile education bus at a cost of $150,000. It is important to note that the school buses were
budgeted for and purchased with cash and not through the Kentucky Interlocal School Transportation Association
(KISTA).

« The district also reptaced a school bus that was involved in an accident at a cost of $112,107. An insurance claim
has been filed and reimbursement is to be raceived in Fiscal 2014.

e Due to a decline in the fed funds rate, general fund interest income was $2,427. This represents an increase of
$14 from the previous year,

» During fiscal 2013, utility tax revenue was $3,120,032. This represents a slight decrease in revenue of $183,798.
We anticipate similar utility tax receipts for fiscal year 2014 as compared to 2013.

e Excluding on-behalf payments, the General Fund had $15,274,691 in revenue and other financing sources, which
primarily consisted of the carry forward, SEEK, property, utilities, and motor vehicle taxes. Excluding on-behalf
payments and transfers, General Fund expenditures totaled $14,716,009.

« During fiscal year 2013, the District recorded in its financial statements certain payments made by the State of
Kentucky on behalf of the employees of the District, such as retirement plan match and insurance payments.
These on-behalf payments totaled approximately $2,939,309, including both general fund and schoot food
service.

» During fiscal year 2013, the District paid the third and final lease payment to Apple Financial Services in the
amount of $106,300. The lease acquired 300 Macbooks for use by students at Carroll County High School.

e During fiscal year 2013, the District signed a three year lease with Apple Financial Services in the amount of
$177,631 to acquire 460 Ipads for use by students at Carroll County Middle School.

e During fiscal year 2013, the District began initial design and planning of an $8,703,996 Carrcll County Middle
School construction project.

OVERVIEW OF FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to the District’s basic financial statements. The District’s
basic financial statements comprise three components: 1) government-wide financial statements, 2) fund financial
statements, and 3) notes to the financial statements. This report also contains other supplementary information in addition to
the basic financial statements themselves.

Government-wide financial statements. The government-wide financial statements are designed to provide readers
with a broad overview of the District's finances, in a manner similar to a private-sector business.

The statement of net position presents information on all of the District's assets and liabilities, with the difference between

the two reported as net position. Over time, increases or decreases in net position may serve as a useful indicator of
whether the financial position of the District is improving or deteriorating.
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CARROLL COUNTY PUBLIC SCHOOL DISTRICT ~ CARROLLTON, KENTUCKY
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED JUNE 30, 2013

The statement of activities presents information showing how the District’s net assets changed during the most recent
fiscal year. All changes in net position are reported as soon as the underlying event giving rise to the change occurs,
regardless of the timing of related cash flows. Thus, revenues and expenses are reported in this statement for some
ftems that will only result in cash flows in future fiscal periods.

The government-wide financial statements outline functions of the District that are principally supported by property taxes
and intergovernmental revenues (governmental activities). The governmental activities of the District include instruction,
suppoit services, operation and maintenance of plant, student transportation and operation of non-instructional services.
Fixed assets and related debt is also supported by taxes and intergovernmental revenues.

The government-wide financial statements can be found on pages 11-13 of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over resources that
have been segregated for specific activities or objectives. This is a state mandated uniform system and chart of accounts for
all Kentucky public school districts utilizing the MUNIS administrative software. The District uses fund accounting to ensure
and demonstrate compliance with finance-related legal requirements. All of the funds of the District can be divided into three
categories: governmental, proprietary funds and fiduciary funds. Fiduciary funds are trust funds established by benefactors
to aid in student education, welfare and teacher support. The only proprietary funds are our vending and food service
operations. All other activities of the District are included in the governmental funds.

The basic governmental fund financial statements can be found on pages 14-21 of this report,

Notes to the financial statements. The notes provide additional information that is essential to a full understanding of the
data provided in the government-wide and fund financial statements. The notes to the financial statements can be found on
pages 23-38 of this report.

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net position may serve over time as a useful indicator of a government's financial position, In the case of the District, assets
exceeded liabilities by $25,702,982 as of June 30, 2013.

The largest portion of the District’s net position reflects its investment in capital assets (e.g., land and improvements,
buildings and improvements, vehicles, furniture and equipment and construction in progress), less any related debt used to
acquire those assets that are still outstanding. The District uses these capital assets to provide services to its students;
consequently, these assets are not available for future spending. Although the District’s investment in its capital assets is
reported net of related debt, it should be noted that the resources needed to repay this debt must be provided from other
sources, since the capital assets themselves cannot be used to liquidate these liabilities.

The District’s financial position is the product of several financial transactions including the net resulfis of activities, the
acqisition and payment of debt, the acquisition and disposal of capital assets, and the depreciation of capital assets,

Net Position for the period ending June 30, 2013 and 2012

2013 Government Wide Net position compared to 2012 follows:

Governmental Activities Business-type Activities Total District
2013 2012 2013 2012 2013 2012

Current Assets § 11,048,424 § 10,543,027 % 92,304 § 81,430 § 11,140,728 $ 10,624 457
Noncurrent Assets-Capital Assets,

less Accumulated Depreciation 26,163,459 25,622,145 274,709 280,348 26,438,168 25,802,493

Total Assets $ 37211883 $ 36165172 § 367,013 § 361,778 § 37,578,806 $ 36,525,550
Current Liabilities 3 1,718,181 § 1685858 § 18,587 § 200 % 1,737,768 § 1,686,058
Noncurrent Liabillies 10,138,146 10,923,126 - - 10,138,146 10,823,126

Total Liabilities § 11,857,327 § 12,808,984 § 18,587 § 200 $ 11875914 § 12,609,184
Net Position
Net Investment in Capital Assets

{net of debt) § 15383118 § 14,061.898 $% 274,709 § 280,348 § 15667827 $ 14,342,246
Restrictad 5,259,510 1,338,497 ) - - 5,259,510 1,338,497
Fund Balance 4,701,928 8,155,783 73,717 81,230 4,775,645 8,237,023
Total Net Position § 25,354,556 § 235568188 § 348426 § 361,578 § 25702982 § 23,017,766

Page 4



CARROLL COUNTY PUBLIC SCHOOL DISTRICT — CARROLLTON, KENTUCKY
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED JUNE 30, 2013

CHANGES IN NET POSITION FOR THE PERIOD ENDING JUNE 30, 2013 AND 2012

REVENUES

Program Revenues:
Charges for Services
Federa! & State Grants

& Confributions

Geaneral Rev enues:
Froperty Taxes
Other Taxes
Revenue In Lisu of Tax
State Aid Formula Grants
Other General Revenues
Gain/Loss on Sale of Assets

Total Revenue

EXPENSES
Program Expenses:
Instruction
Support Services:
Student
Instructional Staff
Disfrict Administration
School Administration
Business Support Service
Plant Qperation & Maintsnance
Student Transportation
Other Instructional
Food Searvice Cperation
Community Service
Other - Consortium Ex penses
Interest on Long-Term Debt
Total Expenses

Excess {Defici) of Rav enuas/Ex penses
Transfers
Increase (Decrease) in Net Position

MNet Position-July 1
Net Position-June 30

Comments on Budget Comparisons

Governmental Activities

Business-type Activities

Total District

2013 2012 2613 2012 2013 2012

$ 150,965 $ 127,183 $ 330,336 $ 331,067 $ 481,302 % 458,250
7,789,461 8,070,501 1,038,357 970,009 8,827,818 9,040,510
4,217,010 4,076,447 - - 4,217,010 4,076,447
3,422,584 3,544,924 - - 3,422,584 3,544,924
915,620 800,700 - - 915,620 800,700
7,062,010 7,344,753 - - 7,052,010 7,344,753
2,912 3,059 7 19 2,919 3,078
80,780 335 - 135 80,780 470
$23,631,343  § 23,967,902  $1,368,700  $1,301,230 § 25,000,043 § 25,269,132
$13,026,772 & 12,869,609 % - % - 13,028,772 $ 12,669,609
832,366 793,336 - - §32,366 793,336
1,231,311 1,513,094 - - 1,231,311 1,513,094
542,452 648,368 - - 642,452 548,368
1,385,048 1,274,535 - - 1,385,048 1,274,535
518,981 857,759 - - 618,981 857,759
1,842,448 1,808,976 - - 1,642 448 1,808,976
1,314,600 1,227,669 - - 1,314,600 1,227,669
4,251 4,101 - - 4,251 4,101
41,949 18,689 1,381,852 1,368,434 1,423,801 1,387,123
195,689 240,403 - - 195,689 240,403
178,304 - 178,304 -
518,804 538,725 - - 518,804 538,725
$01,832,075  § 21,295,064 §1,381,852  $1,368,434  § 23,214,827 § 22,763,608
$ 1,798,368 § 2,572,638 § (13,152) S (67,204) $ 1,785216 $ 2,505,434
- (272,826) - 272,826 - -

$ 1,798,368 § 2,209,812 § (13,152) & 205622 § 1,785216 $ 2,505434
23,556,188 21,256,376 361,578 155,956 23,917,766 21,412,332
$25,354,566 $ 23,556,188 § 248,426 § 361,578  $ 25702982 § 23,917,766

e Revenues and expenditures associated with on-behalf payments made by the state of Kentucky for Teacher

Retirement, Fringe Benefits, Network Services and Vecational Education are not budgeted.

¢ Revenues: Genera! Fund revenues and other financing sources were $15,274,691 for the fiscal year ended June
30, 2013, excluding on-behalf revenue,

e Expenses: General Fund expenses, including fund transfers, were $14,772,939 for the fiscal year ended June 30,
2013, excluding on-behalf payments.

s Expenses exceeded revenues by $501,752 in fiscal year 2013.
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CARROLL COUNTY PUBLIC SCHOOL DISTRICT - CARROLLTON, KENTUCKY
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED JUNE 30, 2013

The following table presents a summary of revenue and expenditures, including other financing sources and uses
for the General Fund for the fiscal years ended June 30, 2013 and 2012,

2013 2012
REVENUES AND OTHER
FINANCING SOURCES:
Local Revenue Sources $ 8,160,892 3 8,010,949
State Revenue Sources 6,667,322 6,948,702
Investments 2,428 2,413
Other Sources 252,817 126,198
Capital Lease Proceeds 174,340 318,903
Sale of Equipment 10,677 3,304
State On-Behalf Payments 2,819,960 2,820,927
Intergovernmental - Federal 6,315 -
Total Revenues $ 18,094,651 $ 18,231,396
EXPENDITURES AND OTHER
FINANCING USES:
[nstruction $ 8,733,976 $ 8,341,055
Student Support Services 700,153 678,082
Instructional Support 1,102,969 1,198,154
District Administration 636,187 652,672
School Administration 1,383,211 1,272,508
Business Support 579,041 610,876
Plant Operation 1,757,349 1,721,051
Student Transportation 1,082,417 1,006,913
Other Instructional 4,251 4 101
Food Service Operation 3,061 205
Community Support - -
Debt Service 283,956 280,392
Facilities Acquisition & Construction 1,288,498 917,264
Fund Transfers (net) 56,930 13,742
Total Expenditures $ 17,592,899 $ 16,696,995
Revenues and other Financing
Sources in Excess of Expenditures
and other financing uses ) 501,752 3 1,534,401

BUDGETARY IMPLICATIONS

In Kentucky the public school fiscal year is July 1-June 30; other programs, i.e. some federal operate on a different fiscal
calendar, but are reflected in the District overall budget. By law the budget must have a minimum 2% contingency. The
District adopted a budget with $2,165,536 in contingency (12.8%). The general fund unassigned beginning balance for fiscal
year 2013 is $5,394,769.

Carroll County Public Schools received a federal grant titled Title | Assistance, which was originaily awarded for the period
July 1, 2012 through September 30, 2014. This grant was awarded in the amount of $677,807. The impact involved both
elementary schools and their associated staff.

Carroll County Public Schools received a federal grant titled Early Head Start, which was originally awarded for the period
August 1, 2012 through July 31, 2013 in the amount of $1,111,667. The grant supports the Early Head Start program.
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CARROLL COUNTY PUBLIC SCHOOL DISTRICT ~ CARROLLTON, KENTUCKY
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED JUNE 30, 2013

Carroll County Public Schools recsived a federal grant titled Title VI, Part B — Rural and Low income Schools (RLIS). This
grant was originally awarded for the period of July 1, 2012 through September 30, 2014 in the amount of $35,863. The
district primarily involved Kathryn Winn Elementary and their associated staff.

Carroll County Public Schools received a federal grant titled Head Start Assistance, which was originally awarded for the
period August 1, 2012 through July 31, 2013. This grant was awarded in the amount of $691,127. It's impact involved the
Head Start Program and the associated staff. This grant also helped fund part of the Head Start Director’s position,

Carroll County Public Schools received a federal grant titled Title I Teacher Quality Assistance, which was originally
awarded for the period July 1, 2012 through September 30, 2014, This grant was awarded in the amount of $104,846.
It's impact involved two staff positions at Kathryn Winn Elementary.

Carroll County Public Schools received a federal grant titled IDEA Basic Assistance, which was originally awarded for the
period July 1, 2012 through September 30, 2014. This grant was awarded in the amount of $383,358. It's impact
involved special educational services for both elementary schools and the middle and high schools and their associated
staff. This grant also helped fund the Director of Special Education and the School Psychologist.

Carroll County Public Schools received a federal grant title IDEA Basic Preschool, which was originally awarded for the
period of July 1, 2012 through September 30, 2014, The grant was awarded in the amount of $21,141.

Carroll County Public Schools received a federal grant titled Title |if Assistance, which was originally ‘awarded for the
period July 1, 2012 through September 30, 2014. This grant was awarded in the amount of $9,849. It's impact involved
all schools with an emphasis on students with limited English proficiency. The program also employed one assistant,

Carroll County Public Schools received a federal grant titled Title |, Part C, Vocational Ed Basic Grant Assistance, which
was originally awarded for the period July 1, 2012 through June 30, 2013. This grant was awarded in the amount of
$12,614. It's impact involved the high school and their associated staff.

Carroll County Public Schools received a federal grant titled Champions for a Drug Free Carroll County, which was originally
awarded for the period of September 30, 2012 through September 29, 2013, This grant was awarded in the amount of
$125,000. This grant funds (1) Coordinator and (1) Assistant Coordinator position. The grant objectives are to establish and
strengthen collaboration among communities and reduce substance abuse amang youth and, over time, among adults.

Carroll County Public Schools received a federal grant titled Title |, Schoo! Improvement Funds, which was originalty
awarded for the period of July 1, 2012 through September 30, 2014. This grant was awarded in the amount of $50,000
and has been used to fund Laying the Foundation training and associated expenses.

Carroll County Pubiic Schools received a federal grant titled Race to the Top, which was originally awarded for the period
of July 1, 2012 through September 30, 2015. The grant was awarded in the amount of $18,198 and the grant objectives
include advancing reforms in four designated areas.

Carroll County Public Schools received a federal grant titled 21% Century Community Learning Centers, which was
originally awarded for the period of September 10, 2012 through SePtember 30, 2013. The grant was awarded in the
amount of $67,500. It provides after school programs for students in 4" grade through gt grade.

Carroll County Public Schools received a federal grant titled 21% Century Community Leamning Centers, which was
originally awarded the for period of February 1, 2013 through September 30, 2014, The grant was awarded in the amount
of $160,000. It provides after school programs for Kindergarten through 5™ grade students.

LOCAL INFORMATION

Carroll County has an estimated 10,900 residents per the 2012 census. Carroliton is the county seat of Carroll County
and was established in 1838. It is bordered on the west by the Kentucky River and the north by the Ohio River. The city

has a Mayor/Council form of government.

CONTACTING THE CARROLL COUNTY SCHOOL DISTRICT MANAGEMENT
Questions regarding this report should be directed to the Dr. Lisa James, Superintendent or the Mr. Jon Conrad, Chief
Financial Officer, by phone (502) 732-7070 or by mail at 813 Hawkins Street, Carrollton, Kentucky 41008,
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CARROLL COUNTY PUBLIC SCHOOL DISTRICT — CARROLLTON, KENTUCKY
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED JUNE 30, 2013
General Fund Revenue (Chart 1)

General Fund revenue sources are graphically displayed below. Note that the beginning bafance is 26.10 % of revenue in
2013 compared to 20.55% of revenue in 2012. This is due fo revenue exceeding expenditures at the end of fiscal year 2012.

2013 General Fund Revenue

Beginning
Balance Other
26.10% 2.16% Local

B Local
B State

@ Beginning Balance

@ Other

State
32.26%

2012 General Fund Revenue

Beginning
Balance

20.55% Other

YL Local

41.30%

i Local
B state
B Beginning Balance

B Other

Siate
35.82%
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CARROLL COUNTY PUBLIC SCHOOL DISTRICT — CARROLLTON, KENTUCKY
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED JUNE 30, 2013
Expense Allocation by Type (Chart 2)

A graphical representation of expenses by type is illustrated for 2013 and 2012.

2013 General Fund Expenses by Type

Property {Other Expenses
Other Furchased 79 28
Services Supplies

3% 8%

# Szlaries/Benafits

¥ Professional Services

1 Property Services

& Other Purchased Services
Property Services # Supplies
% Property

Professional # Other Expenses

Services
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Salaries/Benefits
T4%
2012 General Fund Expenses by Type
Other Purchased Property
Services 6% Dther Expenses
A% Supplissg 1%

Property 8%
Lervices

2,

2%, ] ' # Salaries/Benefits

# Professional Services
& Property Services

! " @ Other Purchased Services
Professional Services

4% B Supplies
& Property

# Other Expenses

. Salaries/Benefits
75%
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CARRQLL COUNTY PUBLIC SCHOOL DISTRICT - CARROLLTON, KENTUCKY
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED JUNE 30, 2013
Expense Allocation by Function (Chart 3)

A graphical representation of expenses by function is illustrated for 2013 and 2012. The expense functions only had slight
variances hetween 2013 and 2012,

2013 General Fund Expenses by Function

Transportation Other Expenses
6% 9%

nstruction
S0%

# Instruction

Plant/Maint
10% 5

& Inst, Student Support
# Inst, SLaff Support

w Dist, Admin Support
% School Admin Support
2 Business Support

Admin m Plant/Malint

Support
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i Transportation
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Support inst, Staff Support  Linst. Student Support
a% 6% 4%

2012 General Fund Expenses by Function

Transportation Other Expenses
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50% & s, Student Support

Business # Inst. Staff Support

# Dist. Admin Support
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CARROLL COUNTY, KENTUCKY, BOARD OF EDUCATICN
STATEMENT OF NET POSITION
June 30, 2013

Governmental Business-type
Funds Activities Total
ASSETS:
CURRENT ASSETS
Cash & Cash Equivalents $ 9,627,099 $ - $ 9,627,099
Taxes Receivable 65,142 - 65,142
Due from Other Governments
State 2,769 - 2,769
Federal 404,631 65,873 470,504
Accounts Receivable 694,193 - 694,193
Inventories - 26,431 26,431
Prepaid Expense 254,520 - 254,590
TOTAL CURRENT ASSETS $ 11,048,424 $ 92,304 $ 11,140,728
NONCURRENT ASSETS
Capital Assets, Net of
Accumulated Depreciation $ 25,963,150 5 274,709 $ 26,237,859
Bond Issuance Costs {Net) 200,309 - 200,309
TOTAL NONCURRENT ASSETS $ 26,163,459 $ 274,709 $ 26,438,168
TOTAL ASSETS $ 37,211,883 5 367,013 $ 37,578,896
LIABILITIES:
CURRENT LIABILITIES
Bank Overdraft $ 158,928 $ 16,912 $ 175,840
Accounts Payable 243,750 1,675 245,425
Claim Payable - KSBIT 99,302 - 99,302
Deferred Revenue 244,592 - 244,592
Accrued Compensated Ahsences 50,436 - 50,436
Accrued Interest 88,234 - 88,234
Current Portion of Long-term Debt 833,939 - 833,939
TOTAL CURRENT LIABILITIES ] 1,719,181 $ 18,587 $ 1,737,768
NONCURRENT LIABILITIES
Accrued Compensated Absences % 201,744 $ - $ 201,744
Chligations Under Capifal Leases 10,010,679 - 10,010,679
Deferred Loss - Early Debt Retirement (74,277) - (74,277)
TOTAL NONCURRENT LIABILITIES $ 10,138,146 $ - $ 10,138,146
TOTAL LIABILITIES $ 11,857,327 $ 18,587 $ 11,875,914
NET POSITION:
Net Investment in Capitat Assets $ 15,393,118 $ 274,709 $ 15,667,827
Restricted for:
Capital Expenditures/Debt Service 5,259,510 - 5,259,510
Unrestricted 4,701,928 73,717 4,775,645
TOTAL NET POSITION 3 25,354,556 $ 348,426 $ 25,702,982

See accompanying notes to the basic financial statements Page 11



CARROLL COUNTY, KENTUCKY, BOARD OF EDUCATION
STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2013

Program Revenues

Charges Operating Capital
for Grants & Grants &
FUNCTIONS/PROGRANS Expenses Services Contributions Contributions
GOVERNMENTAL ACTIVITIES:
Instruction $ 13,026,772 $ 150,266 $ 4,869,429 $ 352,780
Support Services:
Student 832,366 - 252,936 -
Instructional Staff 1,231,311 - 407,777 -
District Administration 642,452 - 70,608 -
School Administration 1,385,048 - 254,195 -
Business Support Service 618,981 - 180,139 -
PlantQperation & Management 1,842,448 - 215,855 -
Student Transportation 1,314,600 - 246,163 -
Other Instructional 4,251 - - -
Food Service Operation 41,949 - 37,988 -
Community Service 195,689 - 195,279 -
Other - Consertium Expenses 178,304 - 178,304 -
Interest & Fiscal Charges on
Long-term Debt 518,804 - - 528,008
TOTAL GOVERNMENTAL ACTIVITIES § 21,832,975 $ 150,966 $ 6,908,673 $ 880,788
BUSINESS-TYPE ACTIVITIES:
School Food Service $ 1,381,852 $ 330,336 $ 1,038,357 3 -
TOTAL BUSINESS-TYPE ACTIVITIES $ 1,381,852 $ 330,336 $ 1,038,357 $ -
TOTAL $ 23,214,827 $ 481,302 $ 7,947,030 $ 880,788

General Revenues:
Taxes:
Property Taxes
Motor Vehicle Taxes
Utility Taxes
Revenue in Lieu of Tax
Investment Earnings
Intergovernmental Revenues
State Aid Fermula Grants
Gain (Loss) on Disposition of Assets
Total General Revenues
Change in Net Position
Net Position - July 1
Net Position - June 30

See accompanying notes to the basic financial statements Page 12



Net (Expense) Revenue and
Changes in Net Position

Business-
Governmental type
Activities Activities Total
$ (7,653,597) $ - $ (7,653,597)
(579,430) - (679,430}
(823,534) . (823,534)
(571,844) - (671,844)
(1,130,853} - (1,130,853)
(438,842) - {438,842)
{1,626,593) - {1,626,593)
(1,068,437) - (1,068,437)
{4,251) - (4,251)
(3,961) - (3,961)
(410) - {410}
9,204 - 9,204
$ {13,892,548) $ - $ (13,892,548)
$ - $ {13,159} s (13,159)
$ - $ (13,159) $ {13,159)
$  (13,892,548) $  (13,159) $ (13,905,707}
$ 4,217,010 $ - $ 4,217,010
302,552 - 302,552
3,120,032 - 3,120,032
915,620 - 915,620
2,912 7 2,919
7,052,010 - 7,052,010
80,780 - 80,780
$ 15,690,916 $ 7 $ 15,690,923
$ 1,798,368 $ (13,152) $ 1,785,216
23,556,188 361,578 23,917,766
$ 25,354,556 $ 348,426 $ 25,702,982

See accompanying notes to the basic financial statements



CARROLL COUNTY, KENTUCKY, BOARD OF EDUCATION
BALANCE SHEET
GOVERNMENTAL FUNDS
June 30, 2013

Other
Special Non-major
General Revenue Governmental
Fund (Grant) Funds Funds Total
ASSETS:
Cash and Cash Equivalents $ 7,553,376 $ - 2073723 $ 9,627,099
Accounts Receivable
Taxes - Current 54,450 - - 54,450
Taxes - Delinquent 10,692 - - 10,692
Other 582,086 - - 582,086
Intergovernmental - State - 2,769 - 2,769
Intergovernmental - Federal - 404,631 - 404,631
Prepaid Expense 254,590 - - 254,590
TOTAL ASSETS $ 8455194 $ 407,400 $ 2,073,723 $ 10,936,317
LIABILITIES, AND FUND BALANCES:
LIABILITIES
Bank Overdraft $ - $ 158,928 % - $ 168,928
Accounts Payable 225,157 3,880 14,713 243,750
Deferred Revenues - 244,592 - 244,592
TOTAL LIABILITIES % 225,157 $ 407,400 $% 14,713 $ 647,270
FUND BALANCES
Nonspendable $ 254,590 5 - 8 - 8 254,590
Restricted for
KSFCC Escrow - - 1,463,074 1,463,074
Capital Projects 3,200,500 - 595,936 3,796,436
Committed for:
Qutstanding Purchase Orders 103,222 - - 103,222
Sick Leave 84,500 - - 84,500
Assigned
Qutstanding Purchase Orders 205,693 - - 205,693
Unassigned 4,381,532 - - 4,381,532
TOTAL FUND BALANCES $ 8,230,037 $ - % 2,059,010 $ 10,289,047
TOTAL LIABILITIES AND
FUND BALANCES $ 8,455194 $ 407,400 & 2,073,723 $ 10,936,317

See accompanying notes to the basic financial statements Page 14



CARROLL COUNTY, KENTUCKY, BOARD OF EDUCATION
RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET POSITION

June 30, 2013

Total Governmental Fund Balances

Amounts reported for governmental activities in the statement
of net position are different because:

Capital assets used in governmental activities are not financial
resources and therefore are not reported in the funds. The
cost of the net fixed assets is $43,149,526 and the accumulated
depreciation is $17,186,376.

Revenues that do not provide current financial resources are not
reported as revenues in the funds. Amounts due on such
revenues but not received subsequent to year end within 60 days

have been reported as receivable in the Statement of Net Position.

Expenses (claims) that have been incurred prior to year end but
will not be paid within 60 days have been reported as payable
in the Statement of Net Positicn.

Bond issuance costs of general obligation debt are not financial
resources and therefore are not reported in the funds. Bond
issuance costs are $319,849 net of accumulated amortization
of $119,540.

Long-term liabilities, including bonds payable, are not due
and payable in the current period and therefore are not
reported as liabilities in the funds. Long-term liabilities
at year-end consist of;

$10,289,047

25,963,150

112,107

(99,302)

200,309

Capital leases payable $10,844,618
Accrued interest on capital leases 88,234
Compensated absences 252,180

Net costs associated with the early retirement of debt are
deferred and amortized over the remaining life of the defeased
debt. Total costs are $159,155 net of accumulated amortization

(11,185,032)

of $84,878. 74,277
Net Position of Governmental Activities $ 25,354,556
See accompanying notes to the basic financial statements Page 15



CARROLL COUNTY, KENTUCKY, BOARD OF EDUCATION

STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUNDS

For the Year Ended June 30, 2013

REVENUES:
From Local Sources:
Taxes:
Property
Motor Vehicle
Utilities
Revenue in Lieu of Tax
Earnings on Investments
Other Local Revenues
Intergovernmental - State
Intergovernmental - Direct Federal - Build America Bonds
Intergovernmental - Direct Federal - Other
Intergovernmental - Indirect Federal
Intergovernmental - State On Behalf Payments

TOTAL REVENUES

EXPENDITURES:
Current:
Instruction
Support Services
Student
Instructional Staff
District Administration
School Administration
Business Support Services
Plant Operations & Maintenance
Student Transportation
Other Instructional
Food Service Operation
Community Service
Other - Consortium Expenditures
Facilities Acquisition & Construction
Debt Service
Principal Retirement
Interest and Fiscal Charges

TOTAL EXPENDITURES
Excess (Deficit) of Revenues over Expenditures

OTHER FINANCING SQURCES (USES):
Capital Lease Proceeds
Transfers In
Transfers Out
Sale of Assets

TOTAL OTHER FINANCING SOURCES (USES):
Excess (Deficit) of Revenues & Other
Financing Sources over Expenditures
& Qther Financing Uses

Fund Balance, July 1, 2012

Fund Balance June 30, 2013

See accompanying notes to the basic financial statements

Other
Special Non-major
General Revenue Governmental
Fund {Grant) Funds Funds Totals

$ 3,822,688 $ - $ 394,322 4,217,010
302,552 " . 302,662
3,120,032 - - 3,120,032
915,620 - - 915,620

2,428 - 484 2,912

252,817 86,396 - 339,213
6,667,322 569,295 384,688 7,621,305

- - 99,802 99,602

6,165 2,272,149 - 2,278,314

150 1,405,486 . 1,405,636

2,819,960 - 428,406 3,248,366

$ 17,909,734 $ 4,333,326 $ 1,307,502 23,550,562
$ 8,733,976 3 3,100,857 $ - 11,834,823
700,153 122,129 - 822,282
1,102,969 34,253 - 1,137,222
636,187 - - 636,187
1,383,211 - - 1,383,211
579,041 37,793 - 616,834
1,757,349 45,844 - 1,803,193
1,062,417 113,866 - 1,176,283

4,251 - - 4,251

3,961 37,988 - 41,949

- 195,279 - 195,279

- 178,304 " 178,304

1,288,498 523,943 178,984 1,991,425
275,080 - 705,000 980,080

8,876 - 477,743 486,619

$ 17,635,969 $ 4,390,256 $ 1,361,727 23,287,952
$ 373,765 5 (56,930) $ (54,225) 262,610
$ 174,340 $ - $ - 174,340
- 56,930 654,735 711,865
{56,930) - (654,735) (711,665)

10,677 " - 10,577

5 127,987 $ 56,930 $ - 184,917
$ 501,752 $ - $ (54,225} 447,527
7,728,285 - 2,113,235 9,841,520

$ 8,230,037 $ - $ 2,059,010 10,289,047

Page 16



CARROLL COUNTY, KENTUCKY BOARD OF EDUCATION
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2013

Net Change in Fund Balances - Total Governmental Funds

Amounts reported for governmental activities in the
staternent of aclivities are different because

Governmental funds report capital outlays as expenditures. However, in
the Statement of Activities, the cost of those assets is allocated over their
estimated useful lives as depreciation expense.

Capitalized Expenditures
Depreciation Expense

Repayment of bonded debt and lease obligation principal is an expenditure
in the governmental funds, but the repayment reduces long-term liabilities
in the Statement of Net Position.

Some expense reported in the Statement of Activities, such as
compensated absences and accrued claims, do not require the use of
current financial resources and therefore are not reported as expenditures
in governmental funds.

Governmental funds only report the disposal of assets to the extent proceeds
are received from the sale. In the Statement of Activities, a gain or loss is
reported for each disposal. This is the difference in the amount of the
gain/loss vs. the proceeds received on asset disposals.

In the Statement of Activities, bond issuance costs are deferred and
amortized over the life of the bond issue. In the governmental funds
statement, expenditures are measured by the amount of financial
resources used (the amounts actually paid). Bond issuance costs
were amortized during the year. Amortization of bond issuance
costs during the year was $21,343.

Interest on long-term debt in the Statement of Activities differs from the
amount reported in the governmental funds because interest is
recognized as an expenditure in the funds when it is due, and thus
requires the use of current financial resources. In the Statement of
Activities, however, interest expense is recognized as the inferest
accrues, regardless of when it is due.

In the Statement of Activities costs associated with the early retirement
of debt (1997 and 1999 Revenue Bonds) are deferred and amortized
over the remaining life of the defeased debt.

Technology Equipment acquired this year was financed with a capital
lease. The amount financed by the lease is reported in the governmental
funds as a source of financing. Capital leases are not reported as
revenues in the Statement of Activities, but rather constitute long-term
ltahilifies in the Statement of Net Position.

Change in net position of governmental activities

See accompanying notes to the basic financial statements

$ 447,527

1,991,425

(1,386,863}

980,080

(97,480)

70,203

(21,343)

4,994

(15,835)

(174,340)

S 1,798,368
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CARROLL COUNTY, KENTUCKY BOARD OF EDUCATION
STATEMENT OF NET POSITION
PROPRIETARY FUND
June 30, 2013

Enterprise
Fund - School
Food Service
ASSETS
Current Assets
Accounts Receivable $ 65,873
Inventories 26,431
Total Current Assets $ 92,304
NONCURRENT ASSETS

Capital Assets, Net of

Accumulated Depreciation $ 274,709
Total Noncurrent Assets $ 274,709
Total Assets $ 367,013

LIABILITIES
Current Liabilities

Bank Overdraft 3 16,912

Accounts Payable 1,675
Total Current Liabilities $ 18,587

NET POSITION

Net Investment in Capital Assets $ 274,709

Unrestricted 73,717
Total Net Position $ 348,426

See accompanying notes to the basic financial statements Page 18



CARROLL COUNTY, KENTUCKY, BOARD OF EDUCATION
STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN FUND NET POSITION
PROPRIETARY FUND
For the Year Ended June 30, 2013

Enterprise
Fund - School
Food Service

OPERATING REVENUES:

Lunchroom Sales $ 301,289
Other Revenues 29,047
TOTAL OPERATING REVENUES $ 330,336

OPERATING EXPENSES:

Salaries and Wages $ 427,726
Employee Benefits 248,694
Materials and Supplies 638,833
Depreciation 28,348
Other Operating Expenses 38,251
TOTAL OPERATING EXPENSES $ 1,381,852

NET OPERATING INCOME (LOSS) % (1,051,516)"

NON-OPERATING REVENUES (EXPENSES)

Federal Grants $ 841,106
State Matching 10,790
Interest Income 7
Commodities Received 67,112
State On-Behalf Payments Received 119,349
TOTAL NON-OPERATING REVENUES (EXPENSES) % 1,038,364
CHANGE IN NET POSITION $ (13,152}
Net Position, Beginning of Year 361,578
Net Position, Ending of Year $ 348,426

See accompanying notes to the basic financial statements Page 19



CARROLL COUNTY, KENTUCKY BOARD OF EDUCATION
STATEMENT OF CASH FLOWS
PROPRIETARY FUND
June 30, 2013

Enterprise Fund

School Food
Service
CASH FLOWS FROM (USED BY) OPERATING ACTIVITIES
Received from User Charges $ 301,267
Received from Interfund Services Provided 29,046
Payments to Employees for Services (427,7286)
Payments to Suppliers for Goods and Services (551,182}
Payments for Other Operating Expenses (167,596)
Net Cash Us%d by Operating Activities $  (816,191)
CASH FLOWS FROM (USED BY) NONCAPITAL
FINANCING ACTIVITIES
Nonoperating Grants Received $ 797,375
Net Cash From Noncapital Operating Activities $ 797,375
CASH FLOWS FROM (USED BY) CAPITAL
FINANCING ACTIVITIES
Acquistion of Equipment 3 (22,709)
Net Cash From Capital Financing Activities $ (22,709)
CASH FLOWS FROM (USED BY) INVESTING ACTIVITIES
Interest on Investments $ 7
Net Cash From Investing Activities $ 7
Net Increase (Decrease) in Cash and Cash Equivalents $ (41,518)
Cash and Cash Equivalents, Beginning 41,518
Cash and Cash Equivalents, Ending $ -

See accompanying notes to the basic financial statements Page 20



CARROLL COUNTY, KENTUCKY BOARD OF EDUCATION
STATEMENT OF CASH FLOWS (CONTINUED)
PROPRIETARY FUND
June 30, 2013

Enterprise Fund
School Food
Service

Reconciliation of Operating Income (Loss) to
Net Cash Used by Operating Activities:

Operating Income (Loss)

Adjustments to Reconcile Operating Income (L.oss} to
Net Cash Used by Operating Activities:

$  (1,051,516)

Pepreciation 28,348
Commodities Used 67,112
State On Behalf Payments Received 112,349
Changes in Assets and Liabilities:
Accounts Receivable {Increase} Decrease (22)
Inventories {Increase) Decrease 2,152
Accounts Payable Increase (Decrease) 18,386
{(816,191)

Net Cash Used by Operating Activities $

NONCASH NONCAPITAL FINANCING ACTIVITIES
During the year, the district received $67,112 of food commodities from the U.S. Department of

Agriculture, and the state provided employee benefits in the amount of $119,349.

See accompanying notes to the basic financial statements Page 21



CARROL.L COUNTY, KENTUCKY, BOARD OF EDUCATION

STATEMENT OF FIDUCIARY NET POSITION
June 20, 2013

ASSETS
Cash and Cash Equivalents

Accounts Receivable
Total Assets

LIABILITIES

Accounts Payable
Due to Student Groups
Total Liabilities

See accompanying notes to the basic financial statements

169,191
3,101

162,292

6,218
156,074

162,292
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CARROLL COUNTY, KENTUCKY, BOARD OF EDUCATION
NOTES TO BASIC FINANCIAL STATEMENTS
June 30, 2013

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

INTRODUCTION

The Carroll County, Kentucky, Board of Education complies with generally accepted accounting principles
(GAAP). GAAP includes all relevant Governmental Accounting Standards Board (GASB) pronouncements. The
accounting and reporting framework and the more significant accounting principles are discussed in subsequent
subsections of this Note.

The Carroll County Board of Education {Board), a five member group, is the level of government which has
oversight responsibilities over all activities related to public elementary and secondary school education within
the jurisdiction of the Carroll County School District (District). The Board receives funding from Local, State and
Federal government sources and must comply with the commitment requirements of these funding source
entities. However, the Board is not included in any other gavernmental "reporting entity” as defined in Section
2100, Codification of Governmental Accounting and Financial Reporting Standards as Board members are
elected by the public and have decision making authority, the power to designate management, the responsibility
to develop policies which may influence operations and primary accountability for fiscal matters,

The District, for financial purposes, includes all of the funds and account groups relevant to the operation of the
Carroll County Board of Education. The financial statements presented herein do not include funds of groups
and organizations, which although associated with the school system, have not originated within the Board itself
such as Band Boosters, Parent-Teacher Associations, etc. )

The financial statements of the Board include those of separately administered organizations that are controlled
by or dependent on the Board. Control or dependence is determined on the basis of budget adoption, funding
and appointment of the respective governing hoard.

Based on the foregoing criteria, the financial statements of the following organization are included in the
accompanying financial statements.

Carroll County School District Finance Corporation - On June 27, 1991, the Carroll County, Kentucky, Board of
Education resolved to authorize the establishment of the Carroll County School District Finance Corporation (a
non-profit, non-stock, public and charitable corporation organized under the School Bond Act and KRS 273 and
KRS Section 58.180) as an agency of the Board for financing the costs of school building facilities. The Board
Members of the Carroll County Board of Education also comprise the Corporation's Board of Directors.

Basis of Presentation
Government-wide Financial Statements

The statement of net position and the statement of activities display information about the District as a whole.
These statements include the financial activities of the primary government, except for fiduciary funds. The
statements distinguish between those activities of the District that are governmental and those that are
considered business-type activities. Governmental activities generally are financed through taxes,
intergovernmental revenues and other non-exchange revenues. Business-type activities are financed in whole or
in part by fees charged to external parties for goods and services.

The government-wide statements are prepared using the economic resources measurement focus. This is the
same approach used in the preparation of the proprietary fund financial statements but differs from the manner
in which governmental fund financial statementis are prepared. Governmental fund financial statements
therefore include a reconciliation with brief explanations to better identify the relationship between the
government-wide statements and the statements for governmental funds.
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CARROLL COUNTY, KENTUCKY, BOARD OF EDUCATION
NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED
June 30, 2013

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

The government-wide statement of activities presents a comparison between direct expenses and program
revenues for each segment of the business-type activities of the District and for each function or program of the
District’s governmental activities, Direct expenses are those that are specifically associated with a service,
program or department and are therefore clearly identifiable to a particular function. Program revenues include
charges paid by the recipient of the goods or services offered by the program and grants and contributions that
are restricted to meeting the operational or capital requirements of a particular program. Revenues that are not
classified as program revenues are presented as general revenues of the District, with certain limited exceptions.

The comparison of direct expenses with program revenues identifies the extent to which each business segment
or governmental function is self-financing or draws from the general revenues of the District.

Fund Financial Statements

Fund financial statements report detailed information about the District. Fund financial statements are organized
into funds, each of which is considered to be separate accounting entities. Each fund is accounted for by
providing a separate set of self-balancing accounts that constitute its assets, liabilities, fund equity, revenues,
and expenditure/expenses. Funds are organized into three major categories: governmental, proprietary, and
fiduciary. The focus of governmental and enterprise fund financial statements is on major funds rather than
reporting funds by type. Each major fund is presented in a separate column. Non-major funds are aggregated
and presented in a single column. Fiduciary funds are reported by fund types.

The District has the following funds:.
I. Governmental Fund Types

(A) The General Fund is the main operating fund of the Board. It accounts for financial resources
used for general types of operations. This is a budgeted fund, and any unrestricted fund balances
are considered as resources available for use. This is a major fund of the District.

(B) The Special Revenue Fund accounts for proceeds of specific revenue sources (other than
expendable trusts or major capital projects) that are legally restricted to disbursements for
specified purposes. It includes federal financial assistance programs where unused balances are
returned to the grantor at the close of specified project periods as well as the state grant
programs. Project accounting is employed to maintain integrity for the various sources of funds.
The separate projects of federally-funded grant programs are identified in the Schedule of
Expenditures of Federal Awards included in this report. This is a major fund of the District.

(C) Capital Project Funds are used to account for financial resources to be used for the acquisition or
construction of major capital facilities and equipment (other than those financed by proprietary
funds).

1. The Support Education Excellence in Kentucky (SEEK) Capital Outiay Fund receives those funds
designated by the state as Capital Outlay Funds and is restricted for use in financing projects
identified in the District’s facility plan.

2. The Facility Support Program of Kentucky (FSPK) Fund accounts for funds generated by the
building tax levy required to participate in the School Facilities Construction Commission’s
construction funding and state matching funds, where applicable. Funds may be used for
projects identified in the District’s facility plan.

3. The School Construction Fund accounts for proceeds from sales of bonds and other revenues to
be used for authorized construction.
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CARROLL COUNTY, KENTUCKY, BOARD OF EDUCATION
NOTES TC BASIC FINANCIAL STATEMENTS - CONTINUED
June 30, 2013

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Il. Debt Service Fund

The Debt Service Fund is used to account for the accumulation of resources for, and the payment of,
general long-term debt principal and interest and related costs; and, for the payment of interest on
general obligation notes payable, as required by Kentucky Law.

lll. Proprietary Funds (Enterprise Fund)

The School Food Service Fund is used to account for school food service activities, including the
National School Lunch Program, which is conducted in cooperation with the U.S. Department of
Agriculture (USDA). Amounts have been recorded for in-kind contributions of commodities from the
USDA. The School Food Service Fund is a major fund.

IV. Fiduciary Fund Type (includes agency and trust funds)

The Agency Fund accounts for activities of student groups and other types of activities requiring
clearing accounts. These funds are accounted for in accordance with Uniform Program of
Accounting for School Activity Funds.

Measurement focus is a term used to describe “which” transactions are recorded within the various financial
statements. Basis of accounting refers to “when” transactions are recorded regardless of the measurement
focus applied.

Measurement Focus

On the government-wide Statement of Net Position and the Statement of Activities, both governmental and
business-like activities are presented using the economic resources measurement focus as defined in item b.

below.

In the fund financial statements, the “current financial resources” measurement focus or the ‘“economic
resources” measurement focus is used as appropriate:

a. Al governmental funds utilize a “current financial resources” measurement focus. Only current
financial assets and liabilities are generally included on their balance sheets. Their operating
statements present sources and uses of available spendable financial resources during a given
period. These funds use fund balance as their measure of available spendable financial resources at
the end of the period.

b. The proprietary fund utilizes an “economic resources” measurement focus. The accounting
objectives of this measurement focus are the determination of operating income, changes in net
position (or cost recovery), financial position, and cash flows. All assets and liabilities {whether
current or noncurrent) associated with their activities are reported. Proprietary fund equity is
classified as net position.

c. Agency funds are not involved in the measurement of results of operations; therefore, measurement
focus is not applicable to them.

Basis of Accounting

Basis of accounting determines when transactions are recorded in the financial records and reported on the
financial statements. In the government-wide Statement of Net Position and Statement of Activities, both
governmental and business-like activities are presented using the accrual basis of accounting. Under the
accrual basis of accounting, revenues are recognized when earned and expenses are recorded when the liability
is incurred or economic asset used. Revenues, expenses, gains, losses, assets, and liabilities resulting from
exchange and exchange-like transactions are recegnized when the exchange takes place.
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CARROLL COUNTY, KENTUCKY, BOARD OF EDUCATION
NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED
June 30, 2013

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

In the fund financial statements, governmental funds and agency funds are presented on the modified accrual
basis of accounting. Under the modified accrual basis of accounting, revenues are recognized when
“measurable and available,” Measurable means knowing or being able to reasonably estimate the amount.
Available means collectible within the current period or within sixty days after year end. Expenditures (including
capital outlay) are recorded when the related fund liability is incurred, except for general obligation bond
principal and interest which are reported when due.

All proprietary funds utilize the accrual basis of accounting. Under the accrual basis of accounting, revenues are
recognized when earned and expenses are recorded when the liability is incurred or economic asset used.

Revenues — Exchange and Non-exchange Transactions — Revenues resulting from exchange transactions, in
which each party receives essentially equal value, is recorded on the accrual basis when the exchange takes
place. On a modified accrual basis, revenues are recorded in the fiscal year in which the resources are
measurable and available as described above.

Nonexchange transactions, in which the District receives value without directly giving equal value in return,
include property taxes, grants, entitlements and donations. On an accrual basis, such revenues are recognized
in the fiscal year in which all eligibility requirements have been satisfied. Eligibility requirements include timing
requirements, which specify the year when the resources are required to be used or the fiscal year when use is
first permitted, matching requirements, in which the District must provide local resources to be used for a
specified purpose, and expenditure requirements, in which the resources are provided to the District on a
reimbursement basis. On a modified accrual basis, revenues from nonexchange transactions:must also be
available before they can be recognized.

Deferred Revenue — Deferred revenue arises when assets are recognized before revenue recognition criteria have
been satisfied. Therefore grants and entitlements received before the eligibility requirements are met are
recorded as deferred revenue.

Operating Revenues and Expenses

Operating revenues and expenses for proprietary funds are those that result from providing services and
producing and delivering goods and/or services. It also includes all revenue and expenses not related to capital
and related financing, noncapital financing, or investing activities. The fair value of donated commodities used
during the year is reported in the proprietary fund’s statement of revenues, expenses, and changes in net
position as an expense with a like amount reported as donated commodities revenue. Unused donated
commodities are included in the School Food Service Fund’s inventories.

Expenditures/Expenses

In the government-wide financial statements, expenses are classified by function for both governmental and
business-type activities.

In the fund financial statements, expenditures are classified as follows:
Governmental Funds-By Character: Current (further classified by function)

Debt Service
Capital Outlay

Proprietary Fund-By Operating and Nonoperating

The District adheres to the use restrictions established by Kentucky Revised Statutes when expenses are
incurred for which both restricted and unrestricted net assets are available. The District has no policy defining
which resources (restricted or unrestricted) to use first.
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NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Expenditures/Expenses (Continued)

The measurement focus of governmental fund accounting is on decreases in net financial resources
{expenditures) rather than expenses. Expenditures are generally recognized in the accounting period in which
the related fund liability is incurred, if measurable. Allocations of cost, such as depreciation, are not recognized

in governmentai funds.

Taxes

Property Tax Revenues — Property taxes are levied each September on the assessed value listed as of the prior
January 1, for all real and personal property in the county. The billings are due by December 31. Property taxes
collected are recorded as revenues in the fiscal year for which they were levied. Taxes are allocated as collected
or transferred to the appropriate fund prior to year end.

The property tax rates assessed for the year ended June 30, 2013, were $.565 cents per $100 for real property,
$.565 cents per $100 valuation for business personal property and $.557 per $100 valuation for motor vehicles.
These rates include the $.062 cents per $100 valuation required to produce the equivalent tax necessary for
participation in the Kentucky School Facilities Construction Commission (KSFCC) and FSPK programs aliocated
to the FSPK Building Fund. The remaining property tax revenues are used to finance operations of the District’s
General Fund.

Utility Tax Revenues

The District levies a utility gross receipts tax in the amount of 3% of the gross receipts derived from the
furnishing, within the county, of telephonic and telegraphic communication services, cablevision services,
electric power, water, and natural, artificial and mixed gas. The Kentucky Department of Revenue collects this
tax and remits to the state’s school districts.

On-Behalf Payments

Payments made by the State of Kentucky for Kentucky teacher retirement, fringe benefits, and network services
{Kentucky Educational Network Services, Munis Financial Software and Services and McAfee Virus Protection),
and payments made by the Kentucky School Facilities Construction Commission for debt service are included in
the government-wide and governmental fund financial statements. Payments for the year ended June 30, 2013

amount to $1,066,990, $1,824,041, $54,068 and $428,406, respectively. $119,349 of the on-behalf payments were
allocated to the School Food Service Fund. All other on-behalf payments were recorded in the general fund.

Cash and Cash Equivalents

The District considers demand deposits, money market funds, and other investments with an original maturity of
90 days or less, to be cash equivalents.

Inventories

The cost of consumable materials and supplies on hand are immaterial to the financial statements, and the
District has therefore chosen to report these items as expenditures/expenses at the time of purchase with the
exception of the proprietary fund.

The school food service fund (proprietary fund) records its inventory at cost or donated value (commodities).
Prepaid Assets
Payments made that will benefit periods beyond year end are recorded as prepaid items using the consumpticn

method. A current asset for the prepaid amount is recorded at the time of the purchase and an
expenditure/expense is reported in the year in which services are consumed.
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NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued}

Fixed Assets

The accounting treatment over property, plant, and equipment (fixed assets) depends on whether the assets are
used in governmental fund operations or proprietary fund operations and whether they are reported in the
government-wide or fund financial statements.

Government-wide Statements

In the government-wide financial statements, fixed assets are accounted for as capital assets. All capital assets
are capitalized at cost {or estimated historical cost) and updated for additions and retirements during the year.
Donated fixed assets are recorded at their fair market values as of the date received. The District maintains a
capitalization threshold of one thousand dollars with the exception of computers, digital cameras and real
property for which there is no threshoid. The District does not possess any infrastructure. Improvements are
capitalized; the cost of normal maintenance and repairs that do not add to the value of the asset or matetrially
extend an asset’s life are not capitalized. Estimated historical cost was used to value the majority of the assets

acquired prior to July 1, 2003.

Depreciation of all exhaustible fixed assets is recorded as an allocated expense in the Statement of Activities,
with accumuiated depreciation reflected in the Statement of Net Position. Depreciation is provided over the
assets’ estimated useful lives using the straight-line method of depreciation. The ranges of estimated useful lives

by type of asset are as follows:

Governmental Activities

Description Estimated Lives
Buildings and improvements 25-50 years
Land improvements 20 years
Technology equipment 5 years
Vehicles 5-10 years
Audio-visual equipment 15 years
Food service equipment 10-12 years
Furniture and fixtures 7 years
Other 10 years

Fund Financial Statements

In the fund financial statements, fixed assets used in governmental fund operations are accounted for as capital
outlay expenditures of the governmental fund upon acquisition. Fixed assets used in proprietary fund
operations are accounted for the same as in the government-wide statements.

Interfund Receivables and Payables

During the course of operations, numerous transactions occur between individual funds that may result in
amounts owed between funds. Those related to goods and services type transactions are classified as “due to
and from other funds.” Short-term interfund loans are reported as “interfund receivables and payables.” Long-
term interfund loans (noncurrent portion) are reported as “advances from and to other funds.” Interfund
receivables and payables between funds within governmental activities are eliminated in the Statement of Net
Position, except for the net residual amounts due between governmental and business-type activities, which are

presented as internal balances.

Accumulated Unpaid Sick Leave Benefits

Upon retirement from the school system, an employee will receive from the District an amount equal to 17.5%-
30% of the value of their accumulated sick leave, depending on the number of days accumulated.

Sick leave benefits are accrued as a liability using the termination payment method. An accrual for earned sick
leave is made to the extent that it is probable that the benefits will result in termination payments (the liability
attributable to the District’s employees meeting retirement eligibility requirements).

The entire compensated absence liability is reported on the government-wide financial statements.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

Accumulated Unpaid Sick Leave Benefits (Continued)

For governmental fund financial statements the current portion of unpaid accrued sick leave is the amount
expected to be paid using expendable available resources. These amounts are recorded as "accrued
compensated absences” in the general fund. The noncurrent portion of the liability is not reported.

Long-term Debt

The accounting treatment of long-term debt depends on whether the assets are used in governmental fund
operations or proprietary fund operations and whether they are reported in the government-wide or fund financial
statements.

All long-term debt to be repaid from governmental and business-type resources are reported as liabilities in the
government-wide statements. The long-term debt consists of bonded debt and lease obligations, and accrued
compensated absences.

Long-term debt for governmental funds is not reported as liabilities in the fund financial statements. The debt
proceeds are reported as other financing sources and payment of principal and interest reported as
expenditures. The accounting for the proprietary fund is the same in the fund statements as it is in the
governmenft-wide statements.

Equity Classifications
Government-wide Statements
Equity is classified as net position and displayed in three components:

a. Net investment in capital assets-Consists of capital assets including restricted capital assets, net of
accumulated depreciation and reduced by the outstanding balances of any bonds, mortgages, notes, or
other borrowings that are attributable to the acquisition, construction, or improvement of those assets.

b. Restricted net position-Consists of net position with constraints placed on the use either by (1) external
groups such as creditors, grantors, contributors, or laws or regulations of other governments; or (2) law
through constitutional provisions or enabling legislation,

c. Unrestricted net position-All other net position that does not meet the definition of “restricted or “net
investment in capital assets.”

Fund Statements
Governmental fund equity is classified as fund balance. Fund balance is further classified as follows:

a. Nonspendable fund balance -~ amounts that are not in a spendable form (such as inventory) or are
required to be maintained intact (such as the corpus of an endowment fund).

b. Restricted — amounts that can be used only for specific purposes because of (a) constitutional provisions
or enabling legislation or {b) externally imposed constraints.

c. Committed — amounts constrained to specific purposes by a government itself, using its highest level of
decision-making authority; to be reported as committed, amounts cannot be used for any other purpose
unless the government takes the same highest-level action to remove or change the constraint.

d. Assigned — amounts intended to be used for specific purposes but that do not meet the criteria to be

classified as restricted or committed, This is the residual fund balance classification for all governmental
funds except the general fund.
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NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Equity Classifications (Continued)

The Board of Education is the District’s highest level of decision making authority. Formal approval of a
motion made at a public meeting of the Board of Education is necessary to establish {and modify or
rescind) a fund balance commitment or assignment.

e. Unassigned - this is the residual classification for the general fund.

Proprietary fund equity is classified the same as in the government-wide statements.

NOTE B - ESTIMATES

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect reported amounts of assets, liabilities, designated
fund balances, disclosure of contingent assets and liabilities at the date of the financial statements, and the
reported amounts of revenues and expenditures during the reporting period. Actual results could differ from
those estimates.

NOTE C - CASH AND CASH EQUIVALENTS AND INVESTMENTS

In accordance with state law, all uninsured deposits of municipal funds in financial institutions must be secured
with acceptable collateral valued at the lower of market or par. Acceptable collateral includes certain U.S.
Government or Government Agency securities, certain State of Kentucky or political suhdivision debt
obligations, or surety bonds. As required by the Financial Institutions Reform, Recovery and Enforcement Act of
1989, all financial institutions pledging collateral to the Board of Education must have a written collateral
agreement approved by the board of directors or loan committee.

Statutes authorize the Board to invest in interest bearing deposits in national or state banks chartered in
Kentucky, certificates of deposit, repurchase agreements, other available bank investments, and municipal
investment pools provided that approved securities are pledged to secure those funds on deposit in an amount
equal to the amount of those funds. In addition, the Board may invest in direct debt securities of the United
States and mutual funds as described in KRS 66.480.

Carroll County Kentucky, Board of Education’s policies regarding deposits of cash are in accordance with the
state statutes. The table presented below is designed to disclose the level of custody credit risk assumed by the
Board based upon how its deposits were insured or secured with collateral at June 30, 2013. The categories of
credit risk are defined as follows:

Category 1 — Insured by FDIC or collateralized with securities held by the District (public trust) or by its agent
in its name.

Category 2 — Uninsured but collateralized with securities held by the pledging financial institution’s trust
department or agent in the District’s name.

Category 3 — Uninsured and uncollateralized; or collateralized with securities held by the pledging financial
institution, or by its trust department or agent but not in the District’s name; or collateralized with no
written or approved collateral agreement.

Total Bank Custody Credit Risk Category Total Carrying

Type of Deposits Balance 1 2 3 Value
Time/Savings Deposits $ 10,529,560 $ 250,000 $10,279,560 $ - $ 9,610,450
Total Deposits $ 10,529,560 $ 250,000 $10,279,560 $ - $ 9,610,450

Cash and cash equivalents and investments at June 30, 2013, consisted of the following:
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NOTE C - CASH AND CASH EQUIVALENTS AND INVESTMENTS (Continued)

Bank Book
Balance Balance
U.S. Bank Checking and Money Market Accounts $ 10,363,336 $ 9,451,209
U.S. Bank - Agency Funds {School Activity Accounts) 166,224 159,191
Cash on Hand - 80
5 10,529,560 $ 9,610,450

At June 30, 2013, $7,553,376 was attributable to the General Fund.
NOTE D - RISK MANAGEMENT

The Board is exposed to various forms of loss of assets associated with the risks of fire, personal liability, theft,
vehicular accidents, errors and omissions, fiduciary responsibility, etc. Each of these risk areas is covered
through the purchase of commercial insurance. The Board has purchased certain policies that are
retrospectively rated which include Worker's Compensation insurance.

Under COBRA, employers are mandated to notify terminated employees of available continuing insurance
coverage. If the Board were to fail to comply with this requirement, the risk of a substantial loss could exist.

NOTE E- CAPITAL ASSETS

Capital assets activity for the year ended June 30, 2013 was as follows:

Balance at Balance at
July 1, 2012 Addifions Disposals June 30, 2013
Governmental Activities:

Land $ 560,439 $ - $ - $ 560,439
Land Improvements 74,553 23,684 . 98,237
Buildings & Improvements 31,165,033 4,885 - 31,169,918
Machinery & Equipment 9,743,982 1,785,278 (385,908) 11,143,354
Construction in Process - 177,578 - 177,578

Totals at Historical Cost $ 41,544,007 $ 1,991,425 3 (385,906) $ 43,148,526
Less: Accumulated Depreciation
Buildings & Improvements $ 9,516,973 $ 650,506 $ - $ 10,167,479
Machinery & Equipment 6,626,542 736,357 {344,002) 7,018,897

Total Accumulated Depreciation $ 16,143,515 3 1,386,863 $ {344,002) $ 17,186,376

Governmental Activities -
Capital Assets, Net $ 25,400,492 $ 604,562 $ (41,904) $ 25,983,150
Depreciation Expense was charged to governmental activities as follows:

Instructional $ 1,092,637
Support

Student Support 10,084

Staff Support 94,089

District Adminigtration 8,087

School Administration 1,837

Business Support Services 2,147

Plant Operations & Maintenance 39,255

Student Transportation 138,317

Community Services 410

Total Depreciation Expense $ 1,386,863

$24,499,205 of assets are recorded under capital lease obligations. Accumulated depreciation of $8,233,930 and
$507,590 associated with these assets is included under buildings and improvements, and machinery and
eguipment, respectively. Land and construction in process are capital assets not being depreciated.

Balance at Balance at
July 1, 2012 Additions Disposals June 30, 2013
Business-fype Activities:
Machinery & Equipment $ 758,377 $ 22,709 $ - $ 778,086
Less: Accumulated Depreciation (475,029) {28,348) [ (503,377)
Business-type Capital Assets, Net E] 280,348 [ (5,639) ] - $ 274,709

Depreciation Expense was charged to the Proprietary Fund-School Food Service Enterprise Fund in the amount
of $28,348.
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NOTE F — INTEREST EXPENSE

Interest expense (modified accrual basis) associated with bonded debt and capital lease obligations of the
governmental funds was $486,619. Interest and fiscal charges on long term debt as reported in the government-
wide statement of activities of $518,804 inciudes an adjustment for accrued interest, the amortization associated
with bond issuance costs and the amortization of deferred losses associated with bond refundings.

NOTE G — LONG-TERM DEBT

Governmental Activities:

As of June 30, 2013, the governmental long-term debt of the financial reporting entity consisted of the following:

Capital Lease Obligations:

Capital lease obligations for school building improvements,
technology and transportation equipment:

Current Portion $ 833,939
Noncurrent Portion 10,010,679
Total Capital Lease Obligations $ 10,844,618

Accrued Compensated Absences:

Current Portion $ 50,436
Noncurrent Portion 201,744
Total $ 252,180

Business-type Activities:
NONE

Changes in Long-term Debt

The following is a summary of changes in long-term debt for the fiscal year ended June 30, 2013:

Type of Debt
Governmental Activities Balances Balances
July 1, 2012 Additions Reductions June 30, 2013
Obligations Under Capital Leases $ 11,650,359 $ 174,340 $ 980,081 $ 10,844,618
Accrued Compensated Absences 283,407 32,438 63,665 252,180
Total $ 11,933,766 $ 206,778 $ 1.043.,746 $ 11,096,798
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Bonded Debt and Lease Obiigations

The amount shown in the accompanying financial statements as lease obligations represents the Board's future
obligations to make lease payments relating to the bonds issued by the Carroll County, Kentucky, School District
Finance Corporation and the Kentucky Interlocal School Transportation Association (KISTA), and an equipment
leagse with Apple, Inc. aggregating $10,655,000, $131,512 and $58,106, respectively.

The Carroll County Board of Education has entered into agreements with the Kentucky School Facilities
Construction Commission (KSFCC) whereby, the KSFCC agreed to participate with the Board in the repayment of
Carroll County, Kentucky, School Building Revenue Bonds. The KSFCC has agreed to contribute up to $437,136
annually for this assistance. This commitment by the KSFCC is limited to the biennial period of the Commonwealth
of Kentucky. By the execution of the participation agreement, the Commission has expressed its present intention
to continue to pay the agreed participation in each successive biennial period until the retirement of all the bonds,
but such execution does not obligate the Commission to do so. The Carroll County Board of Education
transferred amounts sufficient to redeem its share of the 2012-13 obligation.

On November 8, 2007, the Carroll County (Kentucky) School District Finance Corporation issued $990,000, 2007
School Building Revenue Bonds with interest rates of 3.4%-3.75% to advance refund $920,000 of its 1999
Revenue Bonds outstanding. The 1999 Bonds were issued at 4.25%-5.45%. The 1989 bonds were called on
October 1, 2009. As a result of the advance refunding, the District reduced its total debt service requirements by
$67,000, which resulted in an economic gain (difference between the present value of the debt service payments
on the old and new debt) of $52,214. Final maturity on the 2007 issue is October 1, 2019. In'the:Statement of Net
Position, the net costs associated with the early debt retirement of the 1999 issue are deferred and amortized
over the remaining life of the defeased debt. The amount deferred is reported as a decrease {(contra liability} to
the book value of the new debt issued to finance the refunding. Total deferred costs were $41,857. Amortization
for the year was $3,488 and is included as a component of interest expense.

On March 11, 2008, the Carroll County (Kentucky) School District Finance Corporation issued $3,135,000, 2008
School Building Revenue Bonds with interest rates of 2.5%-3.2% to advance refund $2,950,000 of its 1997
Revenue Bonds outstanding. The 1997 Bonds were issued at 3.8%-5.0%. The 1997 bonds were called on August
1, 2008. As a result of the advance refunding, the District reduced its total debt service requirements by
$187,851, which resulted in an economic gain (difference between the present value of the debt service payments
on the old and new debt) of $160,793. Final maturity on the 2008 issue is August 1, 2017. In the Statement of Net
Position, the net costs associated with the early debt retirement of the 1997 issue are deferred and amortized
over the remaining life of the defeased debt. The amount deferred is reported as a decrease (contra liability) to
the book value of the new debt issued to finance the refunding. Total deferred costs were $117,298.
Amortization for the year was $12,347 and is included as a component of inferest expense.

On February 9, 2010, the Carroll County (Kentucky) School District Finance Corporation issued $6,045,000 School
Building Revenue Bonds, Series of 2010 with interest rates of 1.4% - 5.6%. These funds were used to finance the
rengvation and expansion of the Cartmell Elementary School. These bonds are taxable Build America Bonds., As
such, the District will receive annual federal credit payments toward the debt service of approximately 40.6% of
each interest payment due. The credit will amount to $1,411,081 over the life of the issue.

The Carroll County Board of Education entered into a governmental lease agreement with Apple, Inc. on June 23,
2011 to lease approximately 300 MacBook computers for student use. Under the lease the Board was obligated to
make payments of $106,301 annually for three years with the final payment due June 23, 2013. No interest has
been charged on the lease. Due to the timing of the lease agreement and the actual receipt of the equipment, the
lease was disclosed but not included in the financial statements for the year ended June 30, 2011. The Board
made two lease payments during the year ended June 30, 2012, and totally retired the lease in June, 2013.

The Board entered into a second governmental lease agreement with Apple, Inc. on July 15, 2012 to lease 460
iPads for student use. Under the lease the Board is obligated to make payments of $59,210 annually for three
years with the final payment due July 15, 2014. Interest is charged at 1.9% per annum. Two payments were made
during the year ended June 30, 2013.
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Bonded Debt and Lease Obligations {(Continued)

The General Fund, Facility Support Program (FSPK), and the SEEK Capital Outlay Fund are obligated to make lease
payments in amounts sufficient to satisfy debt service requirements on bonds issued by the School District
Finance Corporation to construct school facilities. The District has an option to purchase the property under lease
at any time by retiring the bonds thent outstanding. The original amount of the issue, the issue dates, and interest
rates are summarized as follows:

Original Interest

Issue Amount Qutstanding Rates
Issue of 1983 $ 220,000 $ 20,000 3.00-5.375%
Issue of 2004 395,000 260,000 3.00 - 4.80%
Issue of 2005 2,060,000 1,395,000 2.80 - 4.20%
Issue of 2006 725,000 560,000 4.25%
Issue of 2007 (Refunding Issue) 990,000 755,000 3.40 - 3.75%
Issue of 2008 (Refunding Issue} 3,135,000 2,010,000 2.50 - 3.20%
Issue of 2010 6,045,000 5,655,000 1.40 - 5.60%

Total $ 13.570,000 $ 10.655.000

The outstanding bonds may be called prior to maturity at dates and redemption premiums specified.in each issue.
Assuming no issues are called prior to scheduled maturity, the minimum obligations of the District, including
amounts to be paid by the Commission, at June 30, 2013, for debt service, (principal and interest) are as follows:

Carroll County Kentucky School Facilities Federal Credit
Board of Education Construction Commission Payment
Year Principal Interest Principal Interest Interest Total
2013-2014 $ 451,243 $ 208,187 $ 273,757 $ 149125 $ 98,421 $ 1,180,713
2014-2015 451,705 195,885 273,295 139,429 96,828 1,157,142
2015-2016 471,486 183,190 283,514 129,365 95,259 1,162,814
2016-2017 482,666 169,070 292,334 118,634 93,274 1,155,978
2017-2018 492,863 154,445 292,137 107,449 91,242 1,438,136
2018-2019 485,761 142,464 274,239 96,169 89,037 1,087,670
2019-2020 498,773 127,324 268,227 85,190 83,761 1,061,275
2020-2021 320,697 115,270 234,303 74,817 78,046 823,133
2021-2022 330,554 106,284 244 446 64,674 71,959 817,917
2022-2023 340,075 96,900 254925 54,194 65,642 811,736
2023-2024 353,736 86,722 266,264 42,855 58,817 808,394
2024-2025 361,647 76,122 248,353 30,924 51,729 768,775
2025-2026 378,560 65,303 106,440 20,041 44,467 614,811
2026-2027 385,944 53,421 99,056 15,165 36,473 590,059
2027-2028 399,240 40,991 60,760 11,126 28,063 540,180
2028-2029 411,953 27,887 88,047 7,785 19,208 534,880
2029-2030 429,037 14,226 70,963 3,974 9,800 528,000

$ 7,043,940 $ 1,863,671 $ 3,611,060 $ 1,150,916 $ 1,112,026 $ 14,781,613

The Board has passed resolutions to participate in the Kentucky Interlocal School Transportation Association
(KISTA) to assist it in financing its needs for the acquisition of school buses. KISTA was created to provide for
the acquisition of such equipment through utilization of a pooled financing affected by the issuance of KISTA's
Equipment Lease Revenue Bonds. KISTA has therefore acted as an issuing agency for the participating Boards
of Education (including Carroll}, which after providing for the expenses of the authorization, sale, and issuance
of the bonds, the Board “leased” the equipment on a year to year basis at annual rentals sufficient to amortize
the pro rata portion of the proceeds of the bonds.

Page 34



CARROLL COUNTY, KENTUCKY, BOARD OF EDUCATION
NOTES TO BASIC FINANCIAL STATEMENTS - CONTINUED
June 30, 2013

NOTE G — LONG-TERM DEBT (Continued)

Bonded Debt and Lease Obligations (Continued)

At original issue, the Board’s pro rata portion of the KISTA Equipment Lease Revenue Bonds were as follows:

Principal At Original
Participation % issue Qutstanding_ Interest Rate
2004 Series 1.05% $ 123,620 $ 14,552 1.0% - 3.50%
2005 Series 1.00% 189,449 35,659 3.0% - 3.625%
2006 Second Series 1.23% 202,642 84,301 3.5% - 3.875%

$ 515611 $ 131,512

Assuming the payments are made as scheduled, the Board’s obligation to repay its pro rata portion of the Bonds
outstanding at June 30, 2013, for debt service, (principal and interest) are as follows:

Total Retirement

Fiscal Year Principal Interest for Year
201314 $ 50,832 [3 4,835 $ 55,667
201415 40,735 3,028 43,763
2015-16 19,605 1,523 21,128.
201617 20,340 788 21,128

$131,512 § 10,174 $ 141,686

During the year ended June 30, 2013, the District paid $59,235 in principal and interest payments on the KISTA
bond issues. These payments are included as debt service in the General Fund.

The Board has passed resolutions to enter into lease agreement(s) with Apple, Inc. The Board leased equipment
under a non-interest bearing governmenta! lease for the acquisition of 300 Macbooks. Although the lease was
dated in June, 2011, the initial payment was not made and the equipment was not received prior to June 30, 2011.
The Board made two payments in fiscal year 2012. The final payment on the Macbook lease was made in fiscal

year 2013.

The Board has entered into a second Apple Inc. governmental lease for the acquisition of 460 iPads for
classroom use. The original principal balance of the lease is $174,340 and will bear interest at 1.9% per annum.
Payments of $59,210 are due annually on July 15 for the years 2012-2014. Two payments were made during the
year. Lease payments are included as debt service in the General Fund. The Board’s payment obligation under

the Apple, Inc. (iPad) equipment lease are as follows:

Payment Total
Date Principal Interest Payment
2013-14 $ 58,106 $ 1,105 $ 59,211
$ 58,106 $ 1,105 $ 59,211

Assuming no issues are called prior to scheduled maturity, the minimum obligation of the District at June 30,
2013, (inciuding amounts anticipated to be paid by the Kentucky School Facilities Construction Commission and
Federal Build America Bond Program for debt service (principal and interest) are as follows:
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NOTES TC BASIC FINANCIAL STATEMENTS - CONTINUED
June 30, 2013

NOTE G — LONG-TERM DEBT (Continued)

Bonded Debt and Lease Obligations {Continued)

Principal Interest

2013-2014 $ 833,939 $ 461,653
2014-2015 765,734 435,170
2015-2016 774,605 409,337
2016-2017 795,340 ' 381,766
2017-2018 785,000 353,136
2019-2023 3,250,000 1,351,731
2024-2029 2,660,000 662,219

2030 980,000 82,880

Total $ 10,844,618 $ 4,137,892

Of the total interest scheduled to be paid through maturity {$4,137,892), $1,150,916 and $1,112,026 is attributable
to the Kentucky School Facilities Construction Commission and Federal Build America Bonds interest credit,
respectively. Accrued interest attributable to the Kentucky School Facilities Construction Commission’s share of
bonds ocuistanding and Federal Build America Bonds interest credit has not been recorded as a liability in the
statement of Net Position, as payment by the District is not probable.

NOTE H - ACCUMULATED UNPAID SICK LEAVE BENEFITS

Full-time certified and classified employees are both entitled to two days of personal leave with pay each school
year. On June 30, personal leave days not taken during the current school year are transferred and credited to
the employee’s accumulated sick [eave account. All full-fime certified and classified employees are entitled to
ten days of sick leave with pay each school year. in addition, employees who work under extended employment
schedules are entitled to the following:

Employee working less than 200 days Ten (10) sick days
Employee working 200-219 days Eleven (11) sick days
Employee working 220 or more days Twelve (12) sick days

Sick leave days not taken during the school year in which they were granted shall accumutate without limitation
to the credit of the certified or classified employee to whom they were granted. Certified and classified
employees coming to the District from another Kentucky school district or from the Kentucky Department of
Education shall transfer accumulated sick leave to the District. The estimated total liability for accumuliated sick
leave at June 30, 2013, was $3,375,345 for certified and classified employees. No accrual has been recorded in
the financial statement due to the contingent nature of this liability.

Upon retirement from the school system, certified and classified employees will receive accumulated sick leave
as follows:

1-75 days accumulated unused sick leave X *Daily rate X 17.5%
76-150 days accumulated unused sick leave X *Daily rate X 22.5%
151+ days accumulated unused sick leave X *Daily rate X 30.0%

*Daily rate is based on the employee’s last annual salary.

At June 30, 2013, these amounts totaled $199,197 and $52,983, respectively, for those certified and classified
employees eligible for retirement (having 27 or more years of service or having attained age 55 with five or more
years of service). None of these compensated absences are deemed to be paid on a current basis, (within 60
days of year-end), therefore, no liability has been recorded in the Governmental Funds Balance Sheet. In the
government-wide statement of net assets, the accrued compensated absences liability has been recorded as

follows:

Current $ 50,436
Non-current 201,744
Total $ 252,180
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NOTE | - RETIREMENT Pi.ANS

Certified employees are covered under the Kentucky Teachers Retirement System {KTRS).

Retirement Plan Description — The Carroll County, Kentucky, Board of Education contributes to the Teachers’
Retirement System of Kentucky (KTRS), a cost sharing, multiple-employer, defined benefit pension plan. KTRS
administers retirement and disability annuities and death and survivor benefits to employees and beneficiaries of
employees of the public school systems and other public educational agencies in Kentucky. KTRS requires that
members of KTRS occupy a position requiring a four (4) year college degree or certification by Kentucky
Department of Education (KDE). Job classifications that permit experience to substitute for either of these
requirements do not participate in KTRS.

KTRS was created by the 1938 General Assembly and is governed by Chapter 161 Section 220 through Chapter
161 Section 990 of the Kentucky Revised Statutes (KRS). KTRS issues a publicly available financial report that
includes financial statements and required supplementary information for the defined benefit pension plan. That
report can be obtained by writing to Kentucky Teachers’ Retirement System, 479 Versailles Road, Frankfort, KY
40601 or from the KTRS web site at http://ktrs.ky.gov/.

Funding_Policy - Contribution rates are established by KRS. Members are required to contribute 10.855% of their
salaries to KTRS., The Commonwealth of Kentucky is required to contribute 13.105% of salaries for members in a
state retirement system before July 1, 2008 and 14.105% of salaries for members who started their account after
July 1, 2008. The federal program for any salaries paid by the program pays the matching contributions.

Medical Insurance Plan Description — In addition to the retirement annuity plan described above, Kentucky
Revised Statute 161.875 requires KTRS to provide access to post-employment heaithcare beénefits for eligible
members and dependents. The KTRS medical plan is funded by employer and member contributions. Changes
made to the medical plan may be made by the KTRS Board of Trustees, the Kentucky Department of Employee

Insurance and the General Assembly.

To be eligible for medical benefits, the member must have retired either for service or disability. The KTRS
Medical Insurance Fund offers coverage to members under the age of 65 through the Kentucky Employees
Health Plan administered by the Kentucky Department of Employee Insurance. Once retired members and
eligible spouses attain age 65 and are Medicare eligible, coverage is obtained through the KTRS Medicare

Eligible Health Plan.

Funding Policy ~ In order to fund the post-employment healthcare benefit, active member contributions are
matched by the state at .75% of members’ gross salaries. Member contributions are 1.75% of salary. Also, the
premiums collected from retirees as described in the plan description and investment interest heip meet the
medical expenses of the plan. Additionally, under the Shared Responsibility Plan, the local school district
employers pay 1.0% of members’ salary for the 2012-2013 fiscal year.

The District’s total payroll for the year was $12,568,768. The payroll for employees covered under KTRS was
$8,933,560. For the year ended June 30, 2013, the Commonwealth contributed $1,066,990 to KTRS for the benefit
of the District’s participating employees. The School District’s contributions to KTRS for the year ending June
30, 2013 were $203,876, which represents those employees covered by federal programs.

The total required contributions for all participating entities to the plan were as follows:

Annual Required Percentage

Contributions Contributed
June 30, 2012 757,822,190 74%
June 20, 2011 678,741,428 84%
June 30, 2010 633,938,088 76%

Benefits under the plan will vary based on final compensation, years of service and other factors as fully
described in the plan documents.

Substantially all other employees (classified personnel) are covered under the County Employee’s Retirement
System (CERS). The most recent financial report on CERS is included in the Kentucky Retirement System’s
annual report, June 30, 2012. Copies of this report will be distributed to each participating employer in the
Kentucky Employees Retirement System, County Employees Retirement System, and State Police Retirement
System. Copies will be available to Legislative personnel and state libraries.
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NOTE | - RETIREMENT PLANS (Continued)

Plan Description - CERS is a cost-sharing multiple-employer defined benefit pension plan that covers
substantially all regular full-time members employed in non-hazardous duty positions of each participating
county, city, and school board, and any additional eligible local agencies electing to participate in CERS. The
plan provides for retirement, disability, and death benefits to plan members. Retirement benefits may be
extended to beneficiaries of plan members under certain circumstances. Prior to July 1, 2009, cost-of-living
adjustments (COLA) were provided annually equal to the percentage increase in the annual average of the
consumer price index for ail urban consumers for the most recent calendar year, not to exceed 5% in any plan
year. Effective July 1, 2009, and on July 1 of each year thereafter, the COLA is limited to 1.5% provided the
recipient has been receiving a benefit for at ieast twelve months prior to the effective date of the COLA. If the
recipient has been receiving a benefit for less than twelve months prior {o the effective date of the COLA, the
increase shall be reduced on a pro-rata basis for each month the recipient has not been receiving benefits in the
tweive months preceding the effective date of the COLA. The Kentucky General Assembly reserves the right to
suspend or reduce cost-of-living adjustments if, in its judgment, the welfare of the Commonwealth so demands.
On July 1, 2012, the COLA was not granted.

Contributions — For the fiscal year ended June 30, 2012, plan members who began participating prior to September
1, 2008, were required fo contribute 5% of their annual creditable compensation. Participating employers were
required to contribute at an actuarially determined rate. Per Kentucky Revised Statute Section 61.565(3), normal
contribution and past service contribution rates shall be determined by the Board on the basis of an annual
valuation last preceding the July 1 of a new biennium. The Board may amend contribution rates as of the first day
of July of the second year of a biennium if it is determined on the basis of a subsequent actuariat valuation that
amended contribution rates are necessary to satisfy requirements determined in accordance with actuarial bases
adopted by the Board. For the fiscal years ended June 30, 2012, participating employers contributed 18.96%, of
each employer’s creditable compensation. The actuarially determined rates set by the Board for the fiscal years
ended June 30, 2012, was 18.96%. Administrative costs of KRS are financed through employer contributions and
investment earnings.

In accordance with House Bill 1, sighed by the Governor on June 27, 2008, plan members who began participating
on, or after, September 1, 2008, were required to contribute a total of 6% of their annual creditable compensation.
Five percent of the contribution was deposited to the member’s account white the 1% was deposited to an account
created for the payment of health insurance benefits under 26 USC Section 401¢h) in the Pension Fund (see
Kentucky Administrative Reguiation 105 KAR 1:420E). Interest is paid each June 30 on members’ accounts at a rate
of 2.5%. If a member terminates employment and applies to take a refund, the member is entitled to a full refund of
contributions and interest, however, the 1% contribution to the 401(h} account is non-refundable and is forfeited.
For plan members who began participating prior to September 1, 2008, their contributions remain at 5% of their

annual creditable compensation.

The Board of Education’s contributions were based on $3,509,739 of eligible gross wages for fiscal year ended
June 30, 2013. The total pension expense for the year ended June 30, 2013, was $686,154 and $180,473 for the
employer and employees, respectively. All contributions were made as required during the year ending June 30,
2013. The District’s 2012 contributions to CERS represented .17% of the total contributions required of all
participating entities.

For non-hazardous duty, the required contributions of all participating entities to the plan were as follows:

County Employees Retirement System (CERS) Non-Hazardous
Schedule of Contributions From Employers and Other Contributing
Entities for Pension and Insurance Plans

Annual Required Actual Retiree Drug Percentage

Contribution Contribution Subsidy Contributions Contribution
June 30, 2012 476,188,027 447,661,027 - 24.0%
June 30, 2011 432,414,052 435,404,150 - 100.7%
June 30, 2010 453,055,709 373,682,939 9,156,991 84.5%
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NOTE | - RETIREMENT PLANS (Continued)

The Kentucky Retirement Systems Insurance Fund (Fund) was established to provide hospital and medical
insurance for members receiving henefits from CERS. The Fund pays a prescribed contribution for whole or
partial payment of required premiums to purchase hospital and medical insurance for current beneficiaries.

NOTE J - TRANSFER OF FUNDS

The foliowing transfers made during the year were reported in the Statement of Revenues, Expenditures and
Changes in Fund Balances — Governmental Funds:

From Fund To Fund Purpose Amount
General Fund Special Revenue Matching $ 56,930
Seek Capital Outlay Fund Debt Service Bond Payments 44,057
FSPK Building Fund Debt Service Bond Payments 610,678

Total $ 711,665

NOTE K- ECONOMIC DEPENDENCY

Carroll County Board of Education received $790,272 in Lieu of Tax Revenue from North American Stainless. The
District receives the majority of its total utilities tax revenue from Kentucky Utilities and Carrollton Utilities.

NOTE L — FUND EQUITY

Restricted Net Position

The following table shows the restricted net position as shown on the Statement of Net Position:

Governmental Activities (other purposes)

Activity Restricted By Amount
Construction of approved
facility plan projects/
debt service State Law $ 5,259,510

$ 5.259.510

The following classifications of fund balance on the Governmental Funds Balance Sheet (Fund Financial
Statement) have been made:

Nenspendable for prepaid expense:
General Fund % 254,590

Restricted for:
Construction of Approved Facility Plan Projects:
General Fund: $ 3,200,500
Other Governmental Funds
Construction Fund 595,936

$ 3,796,436
Kentucky School Facilities
Construction Commission (KSFCC) Escrow

Other Governmental Funds
FSPK $ 541,425
Seek Capital Outlay Fund 921,649

1,463,074
Total Restricted 5 9,259,570

Committed for outstanding purchase orders approved by action of the Board of Education: (New Tennis Courts $103,222)
General Fund $ 103,222
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NOTE L — FUND EQUITY {Continued)

Committed for Accumulated Sick Leave as constrained to that purpose by action of the Board of Education:

General Fund $ 84,500

Assigned for outstanding purchase orders approved by District Administrators:

General Fund % 205,693

NOTE M - CONTINGENCIES AND COVMMITMENTS/SUBSEQUENT EVENTS

The District receives funding from Federal, State, and Local government agencies and private contributions.
These funds are to be used for designated purposes only. For government agency grants, if based on the
grantor's review, the funds are considered not to have been used for the intended purpose, the grantors may
request a refund of monies advanced, or refuse to reimburse the District for its disbursements. The amount of
such future refunds and unreimbursed dishursements, if any, is not expected to be significant. Continuation of
the District's grant programs is predicated upon the grantors' satisfaction that the funds provided are being
spent as intended and the grantors’ intent to continue their programs.

The District has approved plans for renovation and additional construction at the Carroll County Middle School.
The project’s estimated cost is $8,703,996. Financing for the project is to be provided by a bond issue of $3,405,000
(47.9% Kentucky School Facilities Construction Commission), $1,338,496 required to be escrowed previously for
participation with the KSFCC, $760,000 funds remaining from previous construction projects, and $3,200,500 from
the District’s General Fund.

In previous years the District participated in the Kentucky School Boards Insurance Trust for Worker’s
Compensation coverage. The fund, which was created in 1978, has notified the Kentucky Department of Education
that all past and present members will be assessed to make up for a deficit in the Workers’ Compensation Seif
Insurance and/or Property and Liability pools. Based on loss data as of June 30, 2012, and a preliminary estimated
liability of $34,000,000, the District’s share of this liability would be approximately $99,300. An estimated liability for
this amount has been accrued in the government wide financial statements as of June 30, 2013.

The District has been awarded a Race to the Top grant through the Kid-Friendly proposal [Kids Focused,
Responsible, Imaginative, Engaged, and Determined to Learn] jointly submitted by the Green River Regional
Educational and Ohio Valley Cooperatives. The overall benefit to the District is approximately $1.6 million.

The District is subject to litigation. It is anticipated fhat all claims will be covered by insurance.

NOTE N — RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

In March 2012, the GASB issued Statement 65, lfems Previously Reported as Assets and Liabilities. GASB 65
establishes accounting and financial reporting standards that reclassify, as deferred outflows of resources or
deferred inflows of resources, certain items that were previously reported as assefs and liabilities. This statement
is effective for periods beginning after December 15, 2012. Management is currently evaluating the impact of the
adoption of this statement on the District’s financial statements.

In March 2012, the GASB issued Statement 66, Technical Corrections — 2012 — an Amendment of GASB Statements
No. 10 and No. 62. GASB 66 was issued to improve accounting and financial reporting for a governmental financial
reporting entity by resolving conflicting guidance that resulted from the issuance of two pronouncements,
Statements No. 54, Fund Balance Reporting and Governmental Fund Type Definitions, and No. 62, Codification of
Accounting and Financial Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA
Pronouncements. This statement is effective for periods beginning after December 15, 2012. Management is
currently evaluating the impact of the adoption of this statement on the District’s financial statements.
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NOTE N — RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS (Continued)

In June 2012, the GASB issued Statement 68, Accounting and Financial Reporting for Pensions — an Amendment of
GASB Statement 27. GASB 68 is effective for periods beginning after June 15, 2014. Under this statement
governments will be required to report the net pension liability associated with its employee’s pensions as a liability
in their accrual-based financial statements (for example, the government-wide Statement of Net Position). A
government has a present obligation to pay deferred benefits earned by its employees. “Net Pension Liability”
represents the government’s obligation to pay deferred benefits when the total pension [plan’s] liability exceeds the
pension plan’s net assets. This reporting requirement is an important change that will more clearly depict the
government’s financial position. While this information will, in some cases give the appearance that a government
is financially weaker than it was previously, the financial reality of the government’s situation will not have
changed. Management is currently evaluating the impact of the adoption of this statement on the District’s
financial statements.

NOTE O — REISSUED FINANCIAL STATEMENTS

The financial statements have been reissued to report the reclassification of fund balance for the general and
construction funds as shown on the balance sheet — governmental funds (page 14) of $3,200,500 and $595,936,
respectively, from the “committed” category to “restricted”. There were no changes to the assets, liabilities,
revenues or expenditures for those funds or any other funds. Additionally, the government-wide financial
statements have been changed to reflect the reduction of unrestricted net position and an increase in restricted net
position for capital expenditures/debt service for this reclassification.
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CARROLL COUNTY, KENTUCKY, BOCARD OF EDUCATION
BUDGETARY COMPARISON SCHEDULE

GENERAL FUND

For the Year Ended June 30, 2013

REVENUES:
From Local Sources:
Taxes
Property
Motor Vehicle
Utilities
Revenue in Lieu of Tax
Earnings on Investments
Other Local Revenues
Intergovernmental Revenue - State
Intergovernmental Revenue - Federal

TOTAL REVENUES

EXPENDITURES:

Instruction

Support Services
Student
Instructional Staff
District Administration
School Administration
Business Support Services
Plant Operations & Management
Student Transportation
Other Instructional
Food Service Operations

Debt Service

Contingency

TOTAL EXPENDITURES
Excess (Deficit) of Revenues Over Expenditures
OTHER FINANCING SOURCES (USES)
Transfers In
Transfers Out
Sale of Assets
TOTAL OTHER FINANCING SOURCES (USES)
Excess {Deficit) of Revenues & Other
Financing Sources Over Expenditures &
Other Financing Uses

Fund Balance - July 1

Fund Balance - June 30

Variance

with Final

Budget

Budgeted Amounts Actual Favorable
Original Final Amounts {Unfavorable)
$ 3435000 $ 3,435000 $ 3,822,688 $ 387,688
240,000 240,000 302,552 62,552
2,200,000 2,200,000 3,120,032 920,032
700,000 700,000 915,620 215,620
4,000 4,000 2,423 {1,572)
5,500 5,500 252,817 247,317
6,632,000 6,632,000 6,667,322 35,322
- - 6,315 6,315
$ 13,216,500 § 13,216,500 $ 15,089,774 1,873,274
$ 7770126 $ 7,770,126 $ 7,469,815 $ 300,311
582,500 582,500 569,346 13,154
1,489,267 1,489,267 1,246,964 242,303
862,724 862,724 571,744 290,980
1,137,324 1,137,324 1,136,785 539
484,437 484,437 437,163 47,274
1,764,860 1,764,860 1,744,402 20,458
1,113,914 1,113,914 1,247,622 {133,708)
10,000 10,000 4,251 5,749
3,000 3,000 3,961 (961)
175,000 175,000 283,956 (108,956}
2,165,536 2,165,536 - 2,165,536
$ 17,558,688 % 17,556,688 $ 14,716,009 $ 2,842,679
$ (4,342,188) $ (4,342,188) § 373,765 § 4,715,953
$ - § - % - $ .
(11,312) (11,312) (56,930) {45.,618)
6,000 6,000 10,577 4,577
$ {5,312) § (5312) &% {46,353) $ {41,041)
$ (4,347,500} $ (4,347,500) $ 327412 § 4,674,912
4,347,500 4,347,500 5,651,200 1,303,700
$ - § - § 5978612 $ 5978612
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CARROLL COUNTY, KENTUCKY, BOARD QF EDUCATION
BUDGETARY COMPARISON SCHEDULE
SPECIAL REVENUE FUNDS
For the Year Ended June 30, 2013

REVENUES:
From lL.ocal Sources:
Other Local Revenues
Intergovernmental - State
Intergovernmental - Federal Direct
Intergovernmental - Federal through the State

TOTAL REVENUES

EXPENDITURES:

Instruction

Support Services
Student
Instructional Staff
Business Support Services
Plant Operations & Management
Student Transportation
Food Service Operations
Community Service
Other - Consortium Expense

TOTAL EXPENDITURES
Excess (Deficit) of Revenues Over Expenditures
OTHER FINANCING SOURCES (USES)

Operating Transfers In
Operating Transfers Qut

TOTAL OTHER FINANCING SOURCES (USES)

Excess (Deficit} of Revenues & Other
Financing Sources Over Expenditures &
Other Financing Uses

Fund Balance - July 1

Fund Balance - June 30

Variance
with Final
Budget
Budgeted Amounts Actual Favorable
Original Final Amounts {Unfavorahle)

$ 38,780 $ 77,917 5 86,396 8,479
470,157 556,068 569,295 13,227
1,802,794 1,802,794 2,272,149 469,355
1,465,791 1,666,119 1,405,486 {250,633)
$ 3,777,522 $ 4,092,898 $ 4,333,326 240,428
$ 3,140,285 $ 3,432,329 $ 3,456,300 (23,971)
119,705 119,383 122,129 {2,746}
59,558 90,794 200,951 {110,157)
53,448 53,448 37,793 15,655
67,639 67.639 47,646 19,993
133,247 133,247 113,866 19,381
29,097 29,097 37,988 (8,891)
185,855 193,891 195,279 (1,388)
- - 178,304 (178,304)
$ 3,788,834 $ 4,119,828 $ 4,390,256 {270,428)
$  (11,312) 5 (26,930) $ {56,930} {30,000)
$ 11,312 $ 26,930 $ 56,930 30,000
$ 11,312 $ 26,930 $ 56,930 30,000
$ - % - - -
$ -3 -8 - -
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CARROLL COUNTY, KENTUCKY, BOARD OF EDUCATION
NOTES TO BUDGETARY COMPARISON SCHEDULES
June 30, 2013

NOTE 1

Budgetary Process

Budgetary Basis of Accounting: The District’s budgetary process accounts for its transactions on the modified
accrual basis of accounting.

The Board of Education follows these procedures in establishing the budgetary data for the general fund, special
revenue, and certain capitai projects funds reflected in the financial statements.

1. The superintendent submits to the Board of Education a proposed operating budget for the fiscal year
commencing the following July 1. The Operating Budget includes proposed expenditures and the means of
financing them for the upcoming year. Funds reserved at the end of the previous fiscal year due to the
District’s participation agreements with the Kentucky School Facilities Construction Commission and for its
future obligation for sick leave retirement benefits are not budgeted. Revenues and expenditures associated
with on-behalf payments made by the state of Kentucky for Teacher Retirement, Fringe Benefits, and Network
Services, are not budgeted. Capital lease obligations transactions invoiving the acquisition of school buses
through the KISTA Bond Program and computer equipment from Apple, Inc. are not budgeted. Detailed line
item budgets are included for administration contrel. The level of control for the detailed budgets is at the
principal/department head level,

2. Public hearings are conducted to obtain taxpayer comment.

3. Prior to January 31, the school district certifies to the Kentucky Department of Education that it has formally
and publicly examined the draft budget.

4. Prior to March 1, the Board of Education makes a tentative allocation to School Councils including amounts
for certified and classified staffs, instructional supplies, materials, travel and equipment.

5. Prior to May 1, the Board of Education must provide notice of updated allocations to school councils.
6. Prior to May 30, the Board adopts a tentative working budget.

7. Prior to September 30, the Board adopts a final working budget and submits it to the Kentucky Board of
Education for approval.

8. After the Department of Education has approved the final working budget, amendments to the budget may be
made without additional approvals from the Department of Education. The general fund budget was not
amended during the year. The Fund 2 [Special Revenue Funds] budget was amended to reflect new grants
and other funding changes.

NOTE 2

Budgetary comparison to actual for the special revenue funds represent the total comparison of all federal and
state grant programs therein. Several of the projects have grant periods involving more than one fiscal year.

NOTE 3

Actual results shown in the Budget Comparison do not reflect any on behalf payments made by the State of
Kentucky for Teachers Refiremen{, Health Insurance, Flex payments, Life Insurance, the Administrative Fees
associated with those benefits, or Network Service.

NOTE 4
Total expenditures exceeded appropriations in the Special Revenue Fund by $270,428. The Special Revenue

Fund encompasses grant projects of the District. The period of availability for the projects do not all coincide
with the fiscal year of the District. Therefore, variances can occur.
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CARROLL COUNTY, KENTUCKY, BOARD OF EDUCATION
NOTES TO BUDGETARY COMPARISON SCHEDULES - CONTINUED

June 30, 2012

Budget to Actual Reconciliation

An explanation of the differences between budgetary inflows and outflows and revenues and expenditures

determined in accordance with generally accepted accounting principles follows:

Sources/inflows of resources:
Actual amounts (budgetary basis) “Total Revenues” from the budgetary
comparison schedule
Differences — budget to GAAP:
Payments made by the State of Kentucky on behalf of the District for
Teachers Retirement, Health Insurance, Flex Payments, Life Insurance, the
Administrative Fees, and Network Service are not budgeted by the District

Total revenues as reported on the Statement of Revenues, Expenditures, and
Changes in Fund Balances — General Fund

Uses/outflows of resources.
Actual amounts (budgetary basis) “total expenditures” from the budgetary
comparison schedule
Differences — budget o GAAP:
Payments made by the State of Kentucky on behalf of the District for Fringe
Benefits, Network Service and Vocational Education are not budgeted by
the District

Total expenditures as reported on the Statement of Revenues, Expenditures, and
Changes in Fund Balance — General Fund

Other Financing Resources
Actual amounts (budgetary basis) “total other financing sources (uses)” from the
budgetary comparison schedule
Diiferences — budget to GAAP:
Capital lease proceeds are not budgeted by the District

Total other financing sources {uses) as reported on the Statement of Revenues,
Expenditures and Changes in Fund Balances — General Fund

Fund Balance, June 30, 2012
Actual amounts (budgetary basis) fund balance, June 30, from the budgetary
comparison schedule
Differences — budget to GAAP:
Amounts committed for nonspendable amounts accrued sick leave and
future construction are not considered available and therefore not budgeted
for current expenditures by the District/Estimated prior year difference.

Fund balance as reported on the Statement of Revenues, Expenditures and
Changes in Fund Balances — General Fund

General
Fund

$15,089,774

2,819,960

$17,909,734

$14,716,009

2,819,960

$17,535,969

$(46,353)

174,340

$127,987

$5,651,200

2,077,085

$7,728,285




CARROLL COUNTY, KENTUCKY, BOARD OF EDUCATION
CONMBINING BALANCE SHEET
NON-MAJOR GOVERNMENTAL FUNDS

ASSETS:
Cash and Cash Equivalents

TOTAL ASSETS

LIABILITIES AND FUND BALANCES:
LIABILITIES:
Construction Retainage Payable

TOTAL LIABILITIES

FUND BALANCES:

Restricted for:
KSFCC Escrow
Capital Projects

TOTAL FUND BALANCES

TOTAL LIABILITIES AND
FUND BALANCES

June 30, 2013

Capital Project Funds

SEEK Total
Capital Non-major
FSPK Gutlay Construction Governmental
Fund Fund Fund Funds
$ 541,425 § 921,649 610,649 2,073,723
$ 541425 § 921,649 610,649 2,073,723
) - $ - 14,713 14,711_5
$ - 8 - 14,713 14,713
$ 5414258 § 921,649 - 1,463,074
- - 595,936 595,936
$ 541,425 % 921,649 595,936 2,059,010
$ 541,425 $ 921,649 610,649 2,073,723
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CARROLL COUNTY, KENTUCKY, BOARD OF EDUCATION
COMBINING STATENMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
NON-MAJOR GOVERNMENTAL FUNDS
For the Year Ended June 30, 2013

Capital Project Funds

SEEK Total
Capital Pebt Non-major
FSPK Qutlay Service Construction  Governmental
Fund Fund Funds Fund Funds
REVENUES:
From Local Sources:
Taxes:

Property $ 394322 § - 8 - % - % 394,322
Earnings on Investments 103 199 - 182 484
Intergovernmental - State 216,253 168,435 - - 384,688
Intergovernmental - Direct Federal -

Build America Bonds - - 99,602 - 99,602
On-Behalf Payments - - 428,408 - 428,406
TOTAL REVENUES $ 610,678 §$ 168,634 §$ 528,008 % 182 $ 1,307,502
EXPENDITURES:
Current:
Facilities Acquisition & Construction $ - § - 8 - 3 178,984 % 178,984
Debt Service
Principal - - 705,000 - 705,000
Interest - - 477,743 - 477,743
TOTAL EXPENDITURES $ - 5 - $ 1,182,743 § 178,984 $ 1,361,727
Excess (Deficit) of Revenues over Expenditures _§ - $ 168,634 $ (654,735 §$ (178,802) & {54,225)
OTHER FINANCING SOURCES (USES):
Transfers In $ - % - $ 654,735 § - % 654,735
Transfers Qut 610,678 44,057 - - (654,735)
TOTAL OTHER FINANCING SOURCES (USES): $ (610,678) $ (44,057) $ 654735 § - § -
Excess (Deficit) of Revenues
& Other Financing Sources Over
Expenditures 8 Other Financing Uses $ - § 124577 § - § (178,802) % (54,225}
FUND BALANCE, JULY 1, 2012 541,425 797,072 - 774,738 2,113,235
FUND BALANCE, JUNE 30, 2013 $ 541425 §$ 921649 $ - § 505936 § 2,059,010
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CARROLL COUNTY, KENTUCKY, BOARD OF EDUCATION
COMBINING STATEMENT OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCES
DEBT SERVICE FUNDS
For the Year Ended June 30, 2013

ISSUE OF 1993

ISSUE OF 2004

ISSUE OF 2005

REVENUES:
Federal Interest Credit - Build
America Bonds $ - $ - % -
Intergovernmental State - On Behalf Revenues 16,004 27,748 148,215
Total Revenue 3 16,004 § 27,748 % 148,215
EXPENDITURES:
Debt Service
Principal Retirement $ 15,000 $ 15,000 $ 90,000
Interest 1,853 12,748 58,215
Total Expenditures $ 16,853 § 27,748 § 148,215
EXCESS (DEFICIT) OF REVENUES
OVER EXPENDITURES ] (849) & - % -
OTHER FINANCING SQURCES (USES)
Operating Transfers In $ 849 § - 5 -
Total Other Financing Sources (Uses) $ 849 § - % -
EXCESS (DEFICIT) OF REVENUES AND
FINANCING SOURCES OVER EXPENDITURES
AND OTHER FINANCING USES $ - % - 8 -
FUND BALANCE JULY 1, 2012 - - -
FUND BALANCE JUNE 30, 2013 $ - § - $ -
See accompanying notes to the basic financial statements Page 48




REFUNDING REFUNDING

ISSUE OF 2006 ISSUE OF 2007 ISSUE OF 2008 ISSUE OF 2010 TOTALS
$ - 3 - 3% - $ 99602 $ 99,602
54,438 61,288 41,994 78,719 428,406

$ 54,438 $ 61,288 $ 41,994 $ 178,321 $ 528,008
$ 30,000 $ 50,000 $ 370,000 § 135,000 §$ 705,000
24,813 28,715 66,825 284,574 477,743

$ 54813 § 78,715 §$ 436,825 $ 419,574  $1,182,743
$ (375) § (17,427) % (394,831) $ (241,253) $ (654,735)
$ 375 § 17,427 § 394,831 § 241,253 $ 654,735
$ 375§ 17,427 § 394,831 § 241,253 $ 654,735
$ - § - $ - % - % -
$ - $ - $ - § - § -

See accompanying notes fo the basic financial statements
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CARROLL COUNTY, KENTUCKY, BOARD OF EDUCATION
STATEMENT OF RECEIPTS, DISBURSENMENTS AND FUND BALANCES
HIGH SCHOOL ACTIVITY FUNDS
For the Year Ended June 30, 2013

Accounts Accounts
Cash Balances Interfund Cash Balances Receivable Payable Fund Balances
July 1, 2012 Recelpts Disbursements Transfers June 30,2013 June 30, 2013 June 30, 2013 June 30, 2013

ACCOUNTS:

Academlc Pep Rally $ 21 $ 1,672 $ 1,603 $ - $ - § . $ - $ .
Academic Team 308 196 188 - 316 - - 316
Armed Forces Club 1,006 2,870 3,281 - 625 - - 626
Art Fees 166 370 - - 536 - - 536
Athletic-General 7,508 50,468 51,776 B33 7,032 - . 7,032
Baseball 27 13,451 11,322 - 2,156 - 51 2,106
Baseball Field Renovation - 1,700 304 - 1,396 - - 1,396
Basketball Booster 997 7,495 8,079 - 413 - - 413
Boy's Basketball 8,700 11,085 18,130 (250) 4,405 . - 4,405
Broadcasting 53 - - (63) - . - -
CCHS Greenhouse 905 737 t64 - a78 - - ars
Cheerleadars 625 6,909 3,582 - 3,982 - - 3,882
Chess Club 637 - 428 - 208 - - 208
Cross Country - 601 601 - - - - -
Drama Club 3,234 1,459 3,289 - 1,404 - - 1,404
FGA - 20 - {20) - - - -
FEA Grant 114 - . - 114 - - 114
FFA 152 12,633 11,818 (207) 760 - - 760
FFA Swine Project - 825 1,032 207 - - - -
Field Trips 324 5,038 3,871 {351} 1,140 - 1,140 -
Forelgn Language Club 317 - - - M7 - - M7
Freshman Class - 1,385 1,299 - 86 - - B6
Friends of Rachel 132 - - - 132 - - 132
Girl's Golf 900 880 386 - 1,424 - - 1,424
Girl's Soccer 3,604 6,333 4,702 (153) 5,082 - 20. 5,082
Junior Prom 2,265 10,504 16,438 - 2,333 - 431 1,902
KY Junior Historlcal Soc 208 - - (208) - - - -
Lady Panthers 4,639 8,545 10,703 5,961 8,472 - - 8,472
Library 280 401 109 " 572 - - 572
National Honor Society - 224 i1 . 113 - - 113
NAS Tournament - 11,425 5184 (6,241) - - . -
Pep Club 118 3,997 3,817 - 298 - - 298
Powder Puff Shirts “ 1,706 1,850 144 - - - -
Principal's Fund a8 1,953 1,850 376 57T - - 577
Prom Lock In 1,013 3,296 2,802 - 1,507 " - 1,507
Retirement Fund 120 1,645 1,614 - 151 - - 151
Robotics - 210 - - 210 - - 210
SADD 129 - - (129) - “ - -
Scholarship Fund 3,300 8,580 2,200 (130) 9,550 “ 3,000 5,550
Science Fees 78 1,780 2,167 351 52 “ - 52
Senior Shirts 60 1,707 1,573 (144) 50 - - 50
Sentor Trip 1,002 31,744 31,701 - 1,045 - - 1,045
Soccer (Boys) 6,473 12,787 11,564 (163) 7,543 - 20 7,523
Softball 3,887 8,800 5,818 306 7,175 - 170 7,005
Softball Field Renovation 1,902 - 134 " 1,768 - - 1,768
Special Oklympics - 55 185 130 - - - -
STLP 277 159 - - 436 - - 436
Strength & Conditioning 75 - - (78) - - - -
Student Council 60 - - - 60 - - B0
Student Fees 1,525 9,497 10,57% - 443 - - 443
Student Vending 371 3,040 3,620 109 - - - -
Sunshine Fund - 235 104 - 131 - - 13
Teacher Vending - 1,250 1,218 - 36 - - 35
Tennis (Girls) 889 3,308 3,520 - 675 - - 675
Text Books 2,429 55 2,429 n 55 - - 54
Track 634 2,913 2,674 - 973 - - o973
Volleyball 1,349 16,226 13,790 (333} 3,452 - - 3,452
Y-CLUB 398 690 690 - 398 - - 398
Yearbook 9,080 11,338 18,722 g 1,666 - - 1,666
Totals $ 72,3587 $ 284,206 $ 274,317 5 - $ 82,246 $ - $ 4,832 $ 77,414
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ACCOUNTS:
Academic Team
Archery
Art
Athletic Fund
Baseball
Basketball-Boys
CCMS Band

CCMS Cheerleading

Chess Club
Chorus
Drama
Eighth Grade
Encore Team

Environmental Education

F.E.A.

Field Trip
Football

Girls Basketball
KY Jr. Histerical
Library
Lighthouse
NJHS

Principal
Publication
Rachel's Challenge
Recycling Fund
Renalssance
Resource Books
Sclence Fair
Seventh Grade
Sixth Grade
Soccer

Soclal Fund
STLP

Student Council
Track
Vending-Teacher
Volleyball

Totals

CARROLL COUNTY, KENTUCKY, BOARD OF EDUCATION

STATEMENT OF RECEIPTS, DISBURSEMENTS AND FUND BALANCES

MIDDLE SCHOOL ACTIVITY FUNDS
For the Year Ended June 30, 2013

Accounts Accounts

Cash Balances Interfund  Cash Balances Recelvable Payable Fund Balances
July 1, 2012 Receipts  Disbursements Transfers June 30,2013  June 30,2013 June 30,2013  June 30, 2013
$ 569 § ME § 407§ - % 477§ - % - % 477
24 20 90 24 24
382 1,256 289 - 649 - - 649
1 1,360 1,050 - 301 - . 301
1,079 4,033 4,820 - 202 - - 292
902 10,076 9,266 {66) 1,646 - - 1,646
1,006 16,764 17,434 - 336 18 - 354
676 20,529 19,747 - 1,458 1,260 600 2,108
578 - - n 578 - - 578
168 331 379 - 120 41 - 161
B15 - 84 - 731 - - 73
4,665 47,909 50,871 73 1,776 - - 1,778
1,162 3,021 2,573 4] 1,593 - - 1,593
404 . - - 404 - . 404
261 - - - 261 - - 281
150 - - - 150 - - 150
8,091 5,326 7,908 - 5,509 - - 5,509
2,976 7,897 8,646 - 2,226 - - 2,226
432 50 111 - 3n - - 3an
312 5,962 5,750 - 524 - - 524
113 245 187 - 172 - - 172
32 - - - 32 - - 32
169 1,867 575 - 1,461 85 1,376
357 3,150 2,946 - 561 . 561
65 - - - 65 - - 65
83 213 - - 296 - - 296
160 7317 5,872 99 1,704 . - 1,704
40 . - - 40 - - 40
69 245 314 - - - - -
853 1,165 1,336 - 482 - 482
753 106 144 n 715 - 715
1,297 1,377 1,612 - 1,062 200 - 1,262
1 - - n 1 - - 1
231 483 425 (99) 180 - - 190
354 - 53 - 301 - - 3
676 700 792 - 584 - - 584
447 1,429 1,361 - 515 - 25 499
2,430 2,863 1,421 - 3,932 - - 3,932
$ 32,632 § 146,070 § 147163 $ - § 31,539 % 1,509 § 710§ 32,338
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ACCOUNTS:

Book Fair
Bookstore
Camp Invention
Chesrleading
Dance Team
Engineering
Field Trips
Flower Fund
Fun for the Arts
History Club
Military Club
Music
Playground
Principal Account
Relay for Life
Reward Events
STEAM Camp
STLP

Vending Machines
Yearbook

Youth Baskethall

Totals

CARROLL COUNTY, KENTUCKY, BOARD OF EDUCATION
STATEMENT OF RECEIPTS, DISBURSEMENTS AND FUND BALANCES

CARTMELL ELEMENTARY SCHOOL ACTIVITY FUNDS

For the Year Ended June 30, 2013

Accounts Accounts
Cash Balances Interfund  Cash Balances Recelvable Payable Fund Balances
July 1, 2012 Receipts Dishursements  Transfers June 3, 2013 June 30, 2013 June 30, 2013 June 30, 2013
] 2,501 $ 5418 % 6,288 $ - 8 1,631 $ - % - $ 1,631
2,399 - 1,660 . 739 - - 739
3,234 - 1,920 {1,314) - - - -
1,525 1,086 2,481 120 - - 120
148 230 376 - - - -
- 851 406 - 445 445
92 3,256 3,052 283 559 559
19 195 255 41 - - - -
4,233 2,291 2,149 . 4,375 - 4,375
100 - - 100 - 100
- 148 140 8 - 8
264 1,034 802 496 - - 496
4,144 20,338 15,282 9,200 - - $,200
2,325 4,271 3,468 {304) 2,824 - - 2,824
- 925 925 - - u - -
169 1,618 1,627 - €0 - - 60
- 2,990 81 1,314 4,223 - 628 3,595
- 785 785 - - - -
276 772 1,048 - 121 28 93
423 2,373 2,544 252 - - 252
5,636 10,574 11,734 - 4,476 - 20 4,456
$ 27,486 $ 59,055 $ 57,033 $ - $ 29,508 $ 121 5 676 $ 28,953
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ACCOUNTS:

Book Falir

Charity

Fall Festival

Field Trips

Flower Fund
Market Day

Music

Nature's Vision
Poster Maker
Principal's Fund
STEM

STLP

2nd Grade Fund Raiser
Vending

Wisdom & Wonder
Yearhook

Totals

CARROLL COUNTY, KENTUCKY, BOARD OF EDUCATION
STATEMENT OF RECEIPTS, DISBURSEMENTS AND FUND BALANCES

KATHRYN WINN PRIMARY SCHOCL ACTIVITY FUNDS

For the Year Ended June 30, 2013

Accounts Accounts
Cash Balances Interfund Cash Balances Receivahle Payable Fund Balances
July 1, 2012 Receipts Dishursements  Transfers June 30, 2013 June 30,2013  June 30, 2013 June 30, 2013
$ 25634 § 14,749 5 12,439 % - % 4,944 $ - 8 - § 4,944
- 1,111 1,111 - - - B
3,381 - - (3,381} . - . .
955 7,096 6,918 E 1,133 - - 1,133
200 235 319 - 116 - - 116
158 528 727 170 129 . - 129
10 60 - 70 - - 70
423 5,907 6,151 - 179 - - 179
- 70 - 70 - - 70
686 1,418 833 {170} 1,101 1,471 - 2,572
- 9,430 7,002 3,381 5,809 - - 5,809
132 - - - 132 - - 132
67 - - 67 - - &7
433 1,010 1,268 - 175 " - 175
36 36 - - 36
1,842 3,456 3,461 1,937 - - 1,937
$ 11,021 § 45106 & 40,229 § 5§ 15,898 $ 1,471 § - % 17,369
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CARROLL COUNTY, KENTUCKY, BOARD OF EDUCATION
BOARD MEMBERS AND ADMINISTRATIVE PERSONNEL

For the Year Ended June 30, 2013

Board Members
Mona Kindoll, Chairperson
Carolyn Jones, Vice Chairperson
Mary Ann Pearson
Rob Spenneberg
Tommy Unker (Through December 31, 2012}

Dru Maiden (Resigned June 20, 2013)

ADMINISTRATIVE PERSONNEL

Dr. Lisa James, Superintendent of Schools
William Hogan, Assistant Superintendent/(CAO)
Jon Conrad, Chief Finance Officer

Tracie Crawford, Secretary to the Board

Page 54



RAISOR, ZAPP & WOODS, PS.C.

Certified Public Accountants 513 HIGHLAND AVENUE
PO, BOX 354
CARROLLTON, KENTUCKY 41008
(502) 732-6655 FAX (502) 732-6161

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Kentucky State Committee For School District Audits
Members of the Carroll County, Kentucky, Board of Education
Carroliton, Kentucky

We have audited, in accordance with the auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptrolier General of the United States and the provisions of Office of Management and Budget Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations; the financial statements of the governmental
activities, the business-type activities, each major fund, and the aggregate remaining fund information of Garroll
County Board of Education, as of and for the year ended June 30, 2013, and the related notes to the financial
statements which collectively comprise Carroll County Board of Education’s basic financial statements and have
issued our report thereon dated November 6, 2013, except for Notes L and O as to which the date is February 24,
2014.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Carroll County Board of
Education’s internal control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial statements, but not
for the purpose of expressing an opinion on the effectiveness of Carroll County Board of Education’s infernal
control. Accordingly, we do not express an opinion on the effectiveness of Garroll County Board of Education’s
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control such that there is a reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material weakness, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that were not
identified. Given these limitations, during our audit we did not identify any deficiencies in internal control that we
consider to be material weaknesses. However, material weaknesses may exist that have not been identified. We
did identify certain deficiencies in internal control, described in the accompanying schedule of findings and
questioned costs that we consider to be significant deficiencies {2013-1 and 2013-2).
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Kentucky State Committee For School District Audits
Members of the Carroli County, Kentucky, Board of Education
Page Two

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Carroll County Board of Education’s financial
statements are free from material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed an instance of noncompliance or other matters that is required to be reported
under Government Auditing Standards and which is described in the accompanying schedule of findings and
guestioned costs as item 2013-3.

Carroll County Board of Education’s Response to Findings

Carroil County Board of Education’s response to the findings identified in our audit is described in the
accompanying schedule of findings and questioned costs. Carroll County Board of Education’s response was
not subjected to the auditing procedures applied in the audit of the financiai statements and, accordingly, we
express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the resuits of that testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

i
/\2\ Qe /‘za'nvy_,-/ S VUJLwd.g,’ s
RAISOR, ZAPP & WOODS, PSC

Certified Public Accountants
Carrollton, Kentucky

November 6, 2013, except for Notes L and O as to which the date is February 24, 2014

Raisor, Zapp & Woods, 2S.C.
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RAISOR, ZAPP & WOODS, P.S.C.

Certified Public Accountants 513 HIGHLAND AVENUE
PO. BOX 354
CARROLLTON, KENTUCKY 41008
(502) 732-6655 FAX (502) 732-6161

INDEPENDENT AUDITCR’S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND
ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133

Kentucky State Committee For School District Audits
Members of the Carroll County, Kentucky, Board of Education
Carrollton, Kentucky

Report on Compliance for Each Major Federal Program

We have audited Carroll County, Kentucky, Board of Education’s compliance with the types of compliance
requirements described in the OMB Circular A-133 Compliance Supplement that could have a direct and material
effect on each of Carroll County, Kentucky, Board of Education’s major federal programs for the year ended June
30, 2013. Carroll County, Kentucky, Board of Education’s major federal programs are identified in the summary
of auditor's results section of the accompanying schedule of findings and questioned costs.

Management’'s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants
applicable to its federal programs.

Auditor's Responsibility

Our responsibility is to express an opinion on compliance for each of Carroll County, Kentucky, Board of
Education’s major federal programs based on our audit of the types of compliance requirements referred to
above, We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we
plan and perform the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a major federal
program occurred. An audit includes examining, on a test basis, evidence about Carroll County, Kentucky,
Board of Education's compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances,

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal
program. However, our audit does nof provide a legai determination of Carroll County, Kentucky, Board of
Education’s compliance.

Basis for Qualified Opinion on U.S. Department of Agriculture, Child Nutrition Cluster, National School Lunch
Program, National School Breakfast Program, Summer Food Service Program for Children

As described in the accompanying schedule of findings and questioned costs, Carroll County, Kentucky, Board
of Education did not comply with requirements regarding CFDA 10.555 National School Lunch Program, 10.553
National School Breakfast Program and 10.559 Summer Food Service Program for Children [Child Nutrition
Cluster] as described in finding number 2013-6 for special tests and provisions. Compliance with such
requirements is necessary, in our opinion, for Carroll County, Kentucky, Board of Education to comply with the
requirements applicable to that program.

o _ o ‘ _ Page 57
Members - Private Companies Practice Section of the American. Institute of CPA’s
Members - Kentucky Society of Certified Public Accountants




Kentucky State Committee For School District Audits
Members of the Carroll County, Kentucky, Board of Education
Page Two

Qualified Opinion on U.S. Department of Agriculture, Child Nutrition Cluster, National School Lunch Program,
National Schooi Breakfast Program, Summer Food Service Program for Children

In our opinion, except for the noncompliance described in the Basis for Qualified Opinion paragraph, Carroll
County, Kentucky, Board of Education, complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on U.S. Department of Agriculture,
Child Nutrition Cluster, National School Lunch Program, National Schooi Breakfast Program, Summer Food
Service Program for Children for the year ended June 30, 2013.

Unmodified Opinion on Each of the Other Major Federal Programs

In our opinion, Carroll County, Kentucky, Board of Education complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material effect on each of its other major
federal programs identified in the summary of auditor’s results section of the accompanying schedule of findings
and questioned costs for the year ended June 30, 2013.

Carroll County, Kentucky, Board of Education’s response to the noncompliance findings identified in our audit is
described in the accompanying schedule of findings and questioned costs. Carrofl County, Kentucky, Board of
Education’s response was not subjected to the auditing procedures applied in the audit of compliance and,
accordingly, we express no opinion on the response.

Report on Internal Control Over Compliance

Management of Carroll County, Kentucky, Board of Education, is responsible for establishing and maintaining
effective internal control over compliance with the types of compliance requirements referred to above. In
planning and performing our audit of compliance, we considered Carroll County, Kentucky, Board of Education’s
internal control over compliance with the types of requirements that could have a direct and material effect on
each major federal program to determine the auditing procedures that are appropriate in the circumstances for
the purpose of expressing an opinion on compliance for each major federal program and to test and report on
internal control over compliance in accordance with OMB Circular A-133, but not for the purpose of expressing
an opinion on the effectiveness of internal control over compliance. Accordingly, we do not express an opinion
on the effectiveness of Carroll County, Kentucky, Board of Education’s infernal control over compliance.

Our consideration of internal control over compliance was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control over compliance that might be
material weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies
may exist that were not identified. Given these limitations, during our audit we did not identify any deficiencies
in internal contro! that we consider to be material weaknesses. However, as discussed helow, we identified
certain deficiencies in internal control over compliance that we consider to be significant deficiencies.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal
program on a timely basis. A material weakness in internal control over compliance is a deficiency, or
combination of deficiencies, in internal control over compliance, such that there is a reasonable possibility that
material noncompliance with a type of compliance requirement of a federal program will not be prevented, or
detected and corrected, on a timely basis. A significant deficiency in internal control over compliance is a
deficiency, or a combination of deficiencies, in internal control over compliance with a type of compliance
requirement of a federal program that is less severe than a material weakness in internal control over
compliance, yet important enough to merit attention by those charged with governance. We consider the
deficiencies in internal control over compliance described in the accompanying schedule of findings and
questioned costs as items 2013-4 and 2013-5 fo be significant deficiencies.

Raisor, Zapp & Woods, PS.C.
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Kentucky State Committee For School District Audits
Members of the Carroll County, Kentucky, Board of Education
Page Three

Report on Internal Control Over Compliance (Continued)

Carroll County, Kentucky, Board of Education’s response to the internal control over compliance findings
identified in our audit is described in the accompanying schedule of findings and questioned costs. Carroll
County, Kentucky, Board of Education’s response was not subjected to the auditing procedures applied in the
audit of compliance and, accordingly, we express no opinion on the response.

The purpose of this report on internal control over compliiance is solely to describe the scope of our testing of
internal control over compiiance and the resuits of that testing based on the requirements of OMB Circular A-133.
Accordingly, this report is not suitable for any other purpose.

,M l‘ eocts, FSC

RAISOR, ZAPP & WOODS, PSC
Certified Public Accountants
Carroliton, Kentucky

November 6, 2013
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CARROLL COUNTY, KENTUCKY, BOARD CF EDUCATICN
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended June 30, 2013

Federal Pass.through MUNIS
CFDA Entity [dentifying Project Federal
Fedaral Grantor/Pass-through Grantor/Program or Cluster Title Number Number Number Expendliures
. 8. Department of Education:
Pass-through Programs from the Kentucky Department of Education:
Title |, Part A Cluster:
Title | Grants to Local Educational Agencies 84.010 3100002 40 3101M $ 1,584
Title | Grants to Local Educational Agencies 84.010 3100002 19 3201 9,906
Title | Grants to Local Educational Agencles 84.010 3100002 11 3102 66,010
Title 1 Grants to Local Educational Agencies 84.010 3100002 11 3102ZM 1,366
Title | Grants to Local Educaticnal Agencies 84.010 3100002 11 3102T 8,579
Title E Grants fo Local Educational Agencies 84.010 3100002 11 3202 55,946
Title [ Grants to Local Educational Agencies 84,010 3100202 12 3103 671,029
Title | Grants to Local Educatlonal Agencies 84,010 310020212 3103M 1,290
Sub-Total Title ! Grants to Local Educational Agencies $ 815,710
Total Title |, Part A Cluster % 815,710
School Improvement Grants Cluster:
Title | School Improvement Grants Sec. 1003{g} Recovery Act 84.388A 4109302 10 E600C % 22,713
Title | School Improvement Grants Sec. 1003({g) Recovery Act 84.388A 4100302 09 5600B 8,635
Total School Improvement Grants Cluster $ 31,248
Special Education Cluster (IDEA):
Special Education-Grants to States 84.027 3810002 12 3373 $ 265,430
Special Education-Grants to States 84.027 3810002 11 3372 28,487
Sub-Total Speclal Education-Grants to States [ 293,917
Special Education-Preschool Grants 84,173 3800002 12 3433 $ 16,623
Speclal Education-Preschool Grants 84.173 3800002 11 3432 1,509
Sub-Total Special Education-Preschool Grants $ 18,132
Total Special Education Cluster (IDEA) $ 312,049
Caveer and Technical Education-Basic Grants to States 84,048 4621332 12 3483 3 8,521
Career and Technlcal Education.Basic Grants to States 84.048 4621232 $1 3482 519
Sub-Totat Career and Technical Education-Basic Grants to States $ 7,140
Twenty-First Century Community Learning Centers 84,287 3400002 11 55038 $ 1,444
Twenty-First Century Community Learming Centers 84,287 3400002 10 5501J 16,000
Twenty-First Century Gommunlty Learning Centers 84.287 3400002 10 5501 17,869
Twenty-First Century Community Learning Centers 84.287 3400002 11 5502 63,678
Twenty-First Century Community Learning Centers 84,287 3400002 10 55028 3141
Twenty-First Century Community Learning Centers 84.287 3400002 11 5503C 6,887
Sub-Total Twenty-First Century Learning Centers 5 92,919
Improving Teacher Quality State Grants 84.367 3230002 12 4013 $ 104,846
Sub-Total Improving Teacher Quality State Grants [] 104,846
Rural Education and Low [Income Schocl Grant Program 84,358 3140002 12 3503 $ 31,862
Sub-Total Rural Education and Low Income Schoel Grant Program $ 31,862
English Language Acquisition Grants 84.365 3200002 11 3452 $ 2,076
Sub-Total English Language Acqulsition Grants § 2,076
Education Jobs Fund 84.410 EJOB0O 10 4411 $ 2,701
Sub-Total Education Jobs Fund $ 2,701
Race to the Top, Recovery Act 84.413A 3960002 11 4521 $ 4,935
Sub-Total Race to the Top, Recovery Act § 4,935
Cooperative Agreements to Support Comprehensive School 93.938 2000001 N/A $ 150
Health Programs to Prevent the Spread of HIV and Other
Important Health Problems (FY 2000-2012)
Sub-Tetal Cooperative Agreements School Health Programs E 150
Total Pass-through Programs from the
Kentucky Depariment of Education $ 1,405,636
Total U.5. Dapartment of Education % 1,405,636

{Continusd Next Page)
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CARROLL COUNTY, KENTUCKY, BOARD OF EDUCATION
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (CONTINUED)
For the Year Ended June 30, 2013

Federal Pass-through MUNIS
CFDRA Entlty Identlfylng Projact Fedaral
Fedaral Grantor/Pass-through Grantor/Program or Cluster Title Number Numbsr Number Expendlitures
1.S. Department of Agriculture:
Direct Programs:
Dlstance Learning & Telemedlcine Loans and Grants 10.855 NiA §220 $ 53,218
Sub-Total Distance Learning & Telemediclne Loans and Grants 3 53,218
Total Diregt Programs from the U.S. Department of Agriculture $ 53,218
Pass-through Programs from the Kentucky Department of Educatlon;
Child Nutrition Cluster:
Natlonal Schaol Lunch Pragram . 10.588 7750002 13 NiA 5 468,773
National School Lunch Program 10,685 7750002 12 NIA 123,934
Natlonal School Lunch Program (Note B} 10,555 0675-02-02 N/A 67,112
Sub-Total National School Lunch Program $ 659,819
School Breakfast Program 10.563 7760005 13 N/A $ 191,433
School Breakfast Program 10.653 7760005 12 N/A 47,707
Sub-Total School Breakfast Progartm $ 239,140
Summer Food Service Program for Children 10.559 7740023 13 N/A $ 3,221
Summer Food Service Program for Chlldren 10,559 7690024 12 N{A 563
Summer Food Service Program for Children 10.5569 7740023 12 NiA 5,475
Sub-Tatal Summer Food Service Program for Children 5 9,258
‘Tata! Chlld Nutrltlon Cluster 8 908,218

Total Pass-through Pregrams from the

Kentucky Department of Education $ 908,218
Total U.S. Department of Agriculture $ 961,436
U.5. Department of Health and Human Services:
Direct Pregrams:
Drug-Free Communities Support Program Grants 93.276 N §002A $ 41,420
Brug-Free Communliles Support Program Grants 93.276 N/A 5003A 59,392
Sub-Total Drug-Free Communliles Support Program Grants $ 100,812
Head Start:
Head Start 93.600 N/A 6553 $ 667,548
Head Start 93.600 N/A 6552 21,468
Sub-Total Head Start $ 685,016
Early Head Start 93.600 NiA 6443 $ 856,342
Early Head Start 93.6¢0 NiA €442 301,082
Sub-Total Early Head Start $ 1,251,434
Total Disect Programs Head Start: $§ 1,940,450
Total Direct Programs from the U.S. Departnent of
Health and Human Services $ 2,041,262
Institute of Museum and Library Services;
Direct Program:
l.aura Bush 21st Century Librarlan Pregram 45,313 NiA 0120 $ 177,689
Total Laura Bush 21st Century Librarian Program $ 177,668
Total Direct Programs from the Instifute of Museum and
Libwary Servicas § 177,669
Total Expendltures of Federal Awards $ 4,586,003
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Note A:

Note B:

Note C:

Note D:

Note E:

Note F:

CARROLL COUNTY, KENTUCKY, BOARD OF EDUCATION
NOTES TC THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended June 30, 2013

Basis of Presentation

The accompanying schedule of expenditures of federal awards (the Schedule) includes the federal
grant activity of Carroll County, Kentucky, Board of Education under programs of the federal
government for the year ended June 30, 2013, and is presented on the modified accrual basis of
accounfing. The information in this schedule is presented in accordance with the requirements of
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Therefore,
some amounts presented in this schedule may differ from amounts presented in, or used in the
preparation of, the basic financial statements. Because the Schedule presents only a selected portion
of the operations of the Carroll County, Kentucky, Board of Education, it is not intended to and does
not present the financial position, changes in net position, or cash flows of Carroll County, Kentucky,
Board of Education.

Food Distribution

Nonmenetary assistance of the commodities used in the School Food Service Program are reported
at the fair market value of commodities received and disbursed.

Insurance

Other than the non-cash assistance described in Note B, Carroll County, Kentucky, Board of
Education had not received any other federal awards in the form of non-cash assistance, insurance
contracts or loans and loan guarantees for the year ended June 30, 2013.

Build America Bonds

The Carrcll County, Kentucky, Board of Education received $99,602 in interest credit payments
toward the debt service payments made on its School Building Revenue Bonds, Series of 2010 (Build
America Bonds), for the year ended June 30, 2013. These payments are not included in the
accompanying schedule of expenditures of federal awards.

Subrecipients

Of the federal expenditures presented in the Schedule, Carroll County Board of Education provided
federal awards to Subrecipients as follows:

Program Name Amount Provided
CFDA No. Institute of Museum and Library Services
45.313 Laura Bush 21* Century Librarian Program $177,669

Provided to Ohio Valley Educational Cooperative to administer continuing education and training for
twenty-nine schools in seven area school districts and six county public libraries.

School-Based Administrative Claiming Program

Not included in the accompanying schedule of expenditures of federal awards is $6,165 of federal
reimbursements for General Fund expenditures related to Carroll County, Kentucky, Board of
Education’s particigation in the Medicaid School-Based Administrative Claiming program through the
Kentucky Department of Education and Kentucky Department for Medicaid Services.
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CARROLL COUNTY, KENTUCKY, BOARD OF EDUCATION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended June 30, 2013

A. SUMMARY OF AUDITOR’S RESULTS:

1.

The auditor’s report expresses an unqualified opinion on the financial statements of the Carroll County,
Kentucky, Board of Education.

Two significant deficiencies related to the audit of the financial statements is reported in the Report on
Internal Control Over Financial Reporting and on Compliance and Other Matters Based on an Audit of
Financial Statements Performed in Accordance with Government Auditing Standards. No material
weaknesses are reported.

One instance of noncompliance material to the financial statements of Carroll County, Kentucky, Board of
Education, that would be required to be reported in accordance with Government Auditing Standards.

Two significant deficiencies relating to the audit of the major federal award programs are reported in the
Repcert on Compliance for Each Major Program and on Internal Control over Compliance required by OMB
Circular A-133.

The auditor's report on compliance for the Child Nutrition Cluster, National School Lunch Program,
National School Breakfast Program and Summer Food Service Program for Children for Carroll County,
Kentucky, Board of Education expresses a qualified opinion; the report oh the remaining major federal
award programs is unmodified.

Audit findings that are required to be reported in accordance with Section 510{(a) of OMB Circular A-133
are reported in this Schedule.

The programs tested as major programs include:

CFDA No.

Child Nutrition Cluster

National School Lunch Program : 10.555

National School Breakfast Program 10.553

Summer Food Service Program for Children 10.559
Special Education Cluster (IDEA)

Special Education — Grants to States 84.027

Special Education — Preschool Grants 84173
Head Start 93.600
Institute of Museum and Library Services:

Laura Bush 21% Century Librarian Program 45.313

8. The threshold used for distinguishing between Type A and Type B programs was $300,000.

9. The Carroll County, Kentucky, Board of Education qualified as a low risk auditee.
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CARROLL COUNTY, KENTUCKY, BOARD OF EDUCATION

SCHEDULE OF FINDINGS AND QUESTIONED COSTS {CONTINUED}

For the Year Ended June 30, 2013

B. FINDINGS - FINANCIAL STATEMENTS AUDIT

SIGNIFICANT DEFICIENCIES

Government Auditing Standards

20131 Segregation of Duties and Checking Procedures

Condition:

Criteria:

Cause:

Effect:

Recommendation:

Response:

Checking procedures and rotation of duties are limited due to the size of the District’s
administrative staff and responsibilities associated with individual positions.
Administrative review procedures have not been executed fully in oversight of the High
School Activity Fund. Instances were observed where reports for fund raising activities
were not prepared and/or compared to funds deposited. The checking account was not
correctly reconciled. This condition was also cited as a significant deficiency in the
schedule of findings and questioned costs for the year ended June 30, 2012 as item 12-1.
Additionally, training for managerial responsibilities and reporting requirements
associated with the School Food Service operation was limited after changes in
personnel. Review procedures were not fully executed in oversight.

Internal controls should be implemented to provide management with reasonable, but
not absolute, assurance that assets are safeguarded against loss from unauthorized use
or disposition, and allow the preparation of financial data consistent with management
assertions.

Time constraints and responsibilities associated with individual positions limit the
availability of individuals to rotate duties and perform checking/review procedures.
Individuals associated with fundraising and other activities (athletic events, etc.) have
not completed reconciliations regarding funds collected in all cases.

This limitation may affect the ability to timely record, process, summarize and report
financial data. Payments may be made without proper documentation. Misappropriation
of funds may occur. Transactions may not be properly recorded,

Management should strive to separate duties and implement checking procedures as
staff and cost benefits allow. Required documentation/approvals should be reiterated to
employees. Review procedures should be implemented to insure all transactions have
been recorded and reconciled to the bank account.

Based upon the results of an internal audit, the district had a new High School
bookkeeper in place for the last five months of the fiscal year. “Redbook” training has
been provided to all appropriate staff to address the deficiencies. Additionally,
monitoring will take place from the district level throughout the year to insure
compliance. The district also had a new School Food Service Director throughout Fiscal
Year 2013. Additional training will be provided to insure responsibilities are met and
monitoring will take place from the district level throughout the year.

2013-2  Failure to Prepare a Complete Set of Financial Statements Including Required Note Disclosures

Condition:

Criteria:

District government-wide financial statements, including the required disclosures are
prepared as part of the annual audit. This condition was alsc cited as a significant
deficiency in the schedule of findings and questioned costs for the year ended June 30,
2012 as item 12-2,

Internal controls should be in place to provide management with reasonable, but not
absolute, assurance that financial statements and required notes are prepared in
accordance with generally accepted accounting principles.
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CARROLL COUNTY, KENTUCKY, BOARD OF EDUCATION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
For the Year Ended June 30, 2013

B. FINDINGS - FINANCIAL STATEMENTS AUDIT (Continued)

SIGNIFICANT DEF

ICIENCIES {Continued)

Government Auditing Standards (Continued)

2013-2  Failure to Prepare a Complete Set of Financial Statements Including Required Note Disclosures
(Continued)

Cause:

Effect:

Recommendation:

Response:

The District prepares governmental fund financial statements for its’ annual financial
report. However, the draft accrual basis {government-wide) financial statements and
disclosures are prepared during the audit process. Entries are not entered into the
District’s MUNIS System.

Management engaged the auditor to prepare draft financial statements and related
notes. Management reviewed, approved and accepted responsibility for the financial
statements prior to their issuance.

The outsourcing of this service is not unusual for a District this size and is a result of
management’s cost benefit decision to use others’ accounting expertise rather than
incur internal resource costs. We recommend that District management continue to
enhance its knowledge of reporting requirements in providing oversight of this service.

We concur with the recommendation and will continue to improve our overall accounting
knowledge in performing our oversight responsibilities.

COMPLIANCE ISSUES

Government Auditing Standards

2013-3

Condition:

Criteria:

Cause:

Effect:

Recommendation:

Response:

Failure to Comply with 702 KAR 3:130: Kentucky Department of Education Accounting
Procedures for Kentucky School Activity Funds

Necessary internal controls and Redbook documentation procedures have not heen
followed in the District's High School Activity Funds. I[nstances were observed where
funds received from fundraisers, sales activities, athletic events, and other receipt
activities were not documented and/or reconciled to the general ledger. Athletic event
schedules have not been consistently compared to rosters and/or schedules to verify
appropriate deposits and expendifures.

Instances were observed where deposits were made but not entered into the general
ledger. Receipts were not issued promptly, indicating that teachers and others are not
expecting a timely receipt or requesting same.

This was reported as a significant deficiency in the audit for the year ended June 30,
2012 as item 12-4.

Internal controls should be implemented to provide management with reasonable, but
not absolute, assurance that assets are safeguarded against loss from unauthorized use
or disposition.

The District failed to comply with the Kentucky Department of Education’s Accounting
Procedures for Kentucky School Activity Funds (“Redbook™).

Failure to follow appropriate accounting procedures may allow inappropriate or
unapproved expenditures to be made and misappropriation of funds to occur.

Appropriate “Redbook” procedures should be reiterated to employees.

The district has provided “Redbook” training to all appropriate staff. The Chief Financial
Officer will monitor compliance through the fiscal year with a focus at the High School.
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CARROLL COUNTY, KENTUCKY, BOARD OF EDUCATION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
For the Year Ended June 30, 2013

C. FINDINGS AND QUESTIONED COSTS — MAJOR FEDERAL AWARD PROGRAM AUDIT

SIGNIFICANT DEFI

2013-4

CIENCIES

Checking and Review Procedures

U.S. Department of Agriculture: Pass Through Programs from the Kentucky Department of Education. Child

Nutrition Cluster:

National School Lunch Program CFDA #10.555, Pass Though Numbers 7750002 13 and

7750002 12 (Grant periods October 1, 2012 to September 30, 2013, and October 1, 2011 to September 30,

2012, respectively

); National School Breakfast Program CFDA #10.553, Pass through Numbers 7760005 13

and 7760005 12 (Grant periods October 1, 2012 to September 30, 2013, and October 1, 2011 to September 30,
2012, respectively); Summer Food Service Program for Children CFDA #10.559, Pass through Numbers
7690024 12 and 7690024 12 {Grant periods October 1, 2012 to September 30, 2013, and October 1, 2011 to

September 30, 201

Condition:

Criteria:

Cause:

Effect:

Recommendation:

Response:

2, respectively).

Checking procedures and rotation of duties are limited due to the size of the
administrative staff and responsibilities associated with individual positions. Training
for managerial responsibilities and reporting requirements associated with the school
food service operation was limited after changes in personnel. Administrative review
procedures have not been executed fully in oversight.

Internal controls should be implemented to provide management with reasonable, but
not absolute, assurance that assets are safeguarded against loss frem.unauthorized use
or disposition, and allow the preparation of financial data consistent with management
assertions,

Changes in Personnel have resulted in inexperience in certain positions. Training and
oversight has been limited. A back-up individual with complete knowledge of reporting
and compliance requirements is not available to provide checking and review
procedures.

This limitation may affect the ability to record, process, summarize and report financial
data. Evidence of internal checking procedures on reimbursement requests, and tests
and reviews of eligibility compliance filings were not performed or documented as
having been performed. Errors occurred in the completion of required verification
sampling.

Management should strive to separate duties and implement checking procedures as
staff and cost benefits allow. Employees should be fully trained on compliance
requirements associated with the federal programs. Additional trainings should be
given to employees to enhance knowledge of software capabilities for report
preparation, and compliance requirements of the program(s).

Additional training will be provided to enhance the knowledge of software capabilities
for report preparation and compliance requirements. This training will be provided to
both the Food Service Director and Assistant Director, in addition to other appropriate
Food Service personnel.
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CARROLL COUNTY, KENTUCKY, BOARD OF EDUCATION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
For the Year Ended June 30, 2013

C. FINDINGS AND QUESTIONED COSTS ~ MAJOR FEDERAL AWARD PROGRAM AUDIT (Continued)
SIGNIFICANT DEFICIENCIES (Continued)
2013-5 Oversight and Financial Responsibilities

Institute of Museum and Library Services: Direct Program, Laura Bush 21%' Century Librarian Program —
CFDA #45.313 Award Number RE-06-10-0097-10, Award Period July 1, 2010 — June 30, 2013

Condition: In the Grant application for the CATALYST program the District was identified as the
applicant and as the party who would be responsible for fiscally administering the
project and complying with reporting requirements. The Ohio Valley Educational
Cooperative (OVEC) was identified as the key agency in administering the professional
development program. Its responsibilities would include employing project personnel,
coordinating activities in accordance with the professional development plan,
submitting performance and financial reports to Carroll County Public Schools, and
conducting evaluations of the program. Semi-annual narrative program reports and
annual financial reports are required and must be sighed by the authorizing official (the
District grant writer). Subrecipient monitoring controls were not employed.

Criteria: Controls should be in place fo insure that all costs incurred under the grant are
reasonable and appropriate for the project, and that matching and reporting
requirements have been met.

Cause: Total reliance has been placed in OVEC to perform in accordance with the grant
requirements. The District has received financial reports on the project to provide
documentation for filing the Request for Advance or Reimbursement forms requesting
grant draws. However, copies of other reports (narrative and annual financial reports),
and documentation that match requirements had been met were not timely provided.

Effect: The District was not provided with the required reports. If submitted, such reports were
not signed by the District’s authorizing official.

Recommendation: The District should implement confrols to document its oversight responsibilities have
been met.

Response: The District has requested the OVEC Annual Financial Report for fiscal year 2013.
Additionally, documentation of the matching grant requirements will be reviewed to
verify requirements have been met. Semi-annual narrative program reports will be
reviewed and signed off on by the District.

CONIPLIANCE

2013-6 Failure to perform required random sample appropriately

U.S. Department of Agriculture: Pass Through Programs from the Kentucky Department of Education. Child
Nutrition Cluster: National School Lunch Program CFDA #10.555, Pass Through Numbers 7750002 13 and
7750002 12 (Grant periods October 1, 2012 to September 30, 2013, and October 1, 2011 to September 30,
2012, respectively); National School Breakfast Program CFDA #10.553, Pass through Numbers 7760005 13
and 7760005 12 (Grant periods October 1, 2012 to September 30, 2013, and October 1, 2011 to September 30,
2012, respectively); Summer Food Service Program for Children CFDA #10.5659, Pass through Numbers
7690024 13 and 7690024 12 {Grant periods October 1, 2012 to September 30, 2013, and October 1, 2011 to
September 30, 2012, respectively).

Condition: Due to a lack of understanding of how the District’s software processed eligibility
applications related to children gqualified under public programs, the random sample
chosen included children that should have been excluded from the sample pool. This
impacted the children chosen for verification.
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CARROLL COUNTY, KENTUCKY, BOARD OF EDUCATION
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
For the Year Ended June 30, 2013

C. FINDINGS AND QUESTIONED COSTS — MAJOR FEDERAL AWARD PROGRAM AUDIT (Continued)

COMPLIANCE (Co
2013-6

Criteria:

Cause:

Effect:

Recommendation:

Response:

ntinued)
Failure to perform required random sample appropriately (Continued)

A random verification sample is required to test eligibility under requirements of the
Child Nutrition Cluster compliance supplement. Specific methods are required to be
employed in completing the sample. Verification is confirmation of eligibility for free and
reduced price meals under the NSLP and SBP. Verification is only required when
eligibility is determined through the application process, not through direct certification
conducted with an Assistance Program or officials or agencies that documented other
Source Categorical Eligibility.

Changes occurred in personnel responsible for the completion of the random
verification sample. Training in the District’s software capabilities and intricacies was
not complete when the random verification sample procedure was performed.

Inexperience with the software used in the verification process, incomplete training on
the details associated with eligibility determinations, and lack of a checking process
[with a second knowledgeable individual] resulted in errors in completing the random
verification process. The verification sample pool was incorrectly selected. Of the ten
(10) applications selected, five (5) had been verified through direct certification and
should therefore not been included in the sample pool. Other documentation errors
were observed.

All personnel charged with using the software determining eligibility and tracking counts
for reimbursements under the Child Nutrition Cluster should be fully trained in use of the
software, its capabilities, and the compliance requirements of the program. At least two
individuals in the District should be knowledgeable and able to complete the eligibility
determinations, the random verification sample, and the filing of claims for
reimbursements.

Both the Food Service Director and the Assistant Director will be trained in the use of
the software and compliance requirements of the program. Upon completion of the
training, two employees will possess the knowledge necessary to ensure compliance
requirements are met.
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CARROLL COUNTY, KENTUCKY, BOARD OF EDUCATION
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
For the Year Ended June 30, 2013
SIGNIFICANT DEFICIENCIES
NONE
COMPLIANCE ISSUES

NONE
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RAISOR, ZAPP & WOODS, PS.C.

Cettified Public Accountants 513 HIGHLAND AVENUE
P.O. BOX 354
CARROLLTON, KENTUCKY 41008
(502) 732-6655 FAX (502) 732-6161

Kentucky State Committee for School District Audits
Members of the Carroll County, Kentucky, Board of Education
Carroliton, Kentucky

In planning and performing our audit of the financial statements of the Carroll County, Kentucky, Board of
Education as of and for the year ended June 30, 2013, we considered the Board’s internal confrol in order to
determine our auditing procedures for the purpose of expressing an opinion on the financial statements and not
to provide assurance on the internal control structure,

We previously reported on the Board’s internal control in our report dated November 6, 2013, except for Notes L
and O as to which the date is February 24, 2014. A separate report contains our report on deficiencies in the
Board’s internal control. This letter does not affect our report dated November 6, 2013, except for Notes L and O
as to which the date is February 24, 2014 on the financial statements of the Carroll County, Kentucky, Board of
Education,

We found the Board’s accounting system to be capable of providing essential information for effective operating
and financial control of the District’s operations. At the same time, we observed certain areas where procedural
modifications or revisions might provide better internal control. This letter summarizes our comments and
suggestions regarding those matters.

in our previous audit we:

* Recommended that the Board require its contracted therapists to carry professional liability insurance.
In our review of such contracts in the current year it was observed that some improvement has been
made.

» Observed errors in the verification sample selected for compliance with federal regulations for the
National School Lunchroom and School Breakfast programs. We recommended that a second
independent review of the entire verification process be performed as the verification is one of the
principal compliance requirements of the program. in the current audit we found errors in the sample
selection and other documentation errors. This finding has been addressed in the schedule of findings
and guestioned costs.

* In the previous audit only one of four schools maintained documentation of itemized a la carte sales
recorded in the school food service fund. Documentation was maintained in the current year.

» Noted an instance where the required federal semi-annual verification had not been properly completed.
in the current audit we noted improvement in this area.

» Observed fund raiser approvals and reconciliations had not been properly prepared for all those chosen
for review. In the current audit, fund raiser reconciliations continue to be a probiem area. Reconciliations
are an important contro! element. Failure to perform such reconciliations allows the opportunity for
fnaccuracy in the financial records and other risks such as misappropriation of funds. The Board shouid
reiterate the importance of this procedure to activity fund sponsors, coaches, and management.

» Observed activity fund transfers did not contain appropriate signatures of each corresponding sponsor.
Similar instances were observed in the current year.
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Kentucky State Committee for School District Audits
Members of the Carroll County, Kentucky,
Beard of Education
Carrollton, Kentucky 41008
Page 2

» Recommended that athletic rosters be compared to deposits to insure that ali deposits for admissions
and concessions were made and that expenditures for travel, officials, and camps are in line with the
schedule and team members. improvement was noted.

* Recommended that the Board implement a policy concerning purchases of coaches’ gear through the
activity funds. The new Red Book will address this issue.

e An instance was noted where a reimbursement check made payable to a schoal activity fund was cashed
at the bank to provide reimbursements for overpayments made by the students. No similar instances
were observed in the current year.

* In our review of payroll for substitute teachers, it was determined that one substitute was incorrectly
classified as a higher rank than qualified. In the current year some inconsistencies were observed in the
area of experience allowed for previous employment positions. It is reiterated that all new staff
classifications and changes to staff classifications should be reviewed by a second party.

In the current year:

In our review of the process of filing monthly School Food Service reimbursement claims, it was identified that
there is no second internal check. it was indicated that a neighboring county’s director had been helping in the
reimbursement process. Although, it appears that the reimbursement claims were reviewed (no documentation
was observed), it is recommended that the District have more than one individual knowledgeable of the reporting
process. We would also recommend that the District develop a process to document reviews of production
records and inventory counts as performed.

In our review of expenditures several instances were identified in which invoices were dated before the purchase
orders were completed. This could lead to incurring obiigations not approved by the District. Additionally, the
practice of using standard invoices in place of purchase orders was noted in the activity funds. Use of purchase
orders is required by the Red Book and is an important step in encumbering the individual funds. Standard
invoices should only be used when an invoice is not provided by a vendor. Otherwise a purchase order
estimating cost prior to order should be used.

Federal procurement guidelines require that vendors and individuals receiving payments from federal programs
be reviewed for possible exclusion (disbarment) through the system for awards management website. It was
noted in discussions with personnel that this process had been erroneously discontinued, but that it would now
be reinstated and would be expanded to review personnel assigned to federal programs.

Lapses were also observed in new vendor approvals. This is an important step in the purchasing process to
mitigate the possibility of false vendors being established.

In reading the minutes that are published on the website it was observed in some cases where an expenditure
was approved, the total dollar amount of the contract or expenditure approved was not included in the motion. In
the interest of fransparency, we would recommend that the expenditure or contract amounts associated with a
particular motion be disclosed.

Although we have indicated some items for review as observed during the audit process, we would like to take
this opportunity to compliment the Board on the conscientious attitude of its employees. The staff, as always,
was most cordial and cooperative with us throughout the audit process.
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Kentucky State Committee for School District Audits
Members of the Carroll County, Kentucky,
Board of Education
Carroliton, Kentucky 41008
Page 3

We will review the status of these comments during our next audit engagement. We have already discussed
many of these comments and suggestions with various Board personnel, and we will be pleased to discuss them
in further detail at your convenience, to perform any additional study of these matters, or to assist you in
impiementing the recommendations.

This report is intended solely for the information and use of the members of the Kentucky State Committee for
School District Audits, the members of the Board of Education of Carroll County, Kentucky, the Kentucky
Department of Education, management, and federal awarding agencies and pass-through entities and is not
intended to be and should not be used by anyone other than these specified parties.

/’P\W, %"“Y‘v‘/ ‘I IMeecte, P

RAISOR, ZAPP & WOODS, PSC
Certified Public Accountants
Carroliton, Kentucky

November 6, 2013, except for Notes L and O as to which the date is February 24, 2014
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Carroll County Board of Education

Dr. Lisa James, Superintendent

Mr. Bill Hogan, Assistant Superintandent/Chief Academic Officer
Mr. Larry Curall, DPP/Chief Cperations Officer

Mrs. Pam Williams, Elementary Insiructional Supervisor

Mr, Jon Conrad, Chief Financial Officer

Mrs. Kathy Bieger, Director of Special Education

November 6, 2013
Kentucky State Committee for School District Audits
In response to the findings noted in the auditors’ management letter for the year ended
June 30, 2013, we submit the following:
Significant Deficiency 2013-1
e Segregation of Duties and Checking Procedures

In response to this item, the district will address this issue with all appropriate school
personnel and will continue to monitor this to ensure compliance.

Significant Deficiency 2013-2

e FHailure to prepare a complete set of financial statements, including the
required disclosures are prepared as part of the annual audit.

In response to this item, the district’s decision to outsource the preparation of the
complete set of financial statements is a cost benefit decision as this is not a requirement
of the Kentucky Department of Education.

Compliance [ssue 2013-3

e Failure to Comply with 702 KAR 3:130 Kentucky Department of Education
Accounting Procedures for Kentucky School Activity Funds

In response to this item, the district had hired a new bookkeeper at the high school in
February 2013 after issues were discovered during an internal audit. These audits were
performed at all schools in Fiscal 2013 and will occur on a semi-annual basis in Fiscal
2014, Furthermore, Redbook training was conducted in July 2013 for school principals
and bookkeepers, in addition to athletic directors and coaches. The corrective action plan
completion date is June 30, 2014 as monitoring will take place throughout the fiscal year.
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Compliance Issue 2013-4
¢ Checking and Review Procedures

In response to this item, training will be provided to employees to enhance knowledge of
software capabilities for report preparation and compliance requirements, The corrective
action plan completion date is June 30, 2014 as monitoring will take place throughout the
fiscal year.

Compliance Issue 2013-5

e Oversight and Financial Responsibilities, Laura Bush 21* Century Librarian
Program

In response to this item, the district will request from OVEC copies of their annual
financial report and documentation that the match requirements of this grant have been
met.  The corrective action plan completion date is June 30, 2014 as monitoring will
take place throughout the fiscal year.

Compliance Issue 2013-6
e Tailure to perform required random sample appropriately

In response to this item, the district has met with Lisa Gault, Director of School Nutrition.
Trainings will occur to ensure that at least two individuals in the district are
knowledgeable and able to complete the eligibility determinations, the random
verification sample and the filing of claims for reimbursements. The corrective action
plan completion date is June 30, 2014 as monitoring will take place throughout the fiscal

year,
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Although there have been some recommendations inmplemented as a result of prior years
audits, our auditors’ management letter cited areas where changes in procedures would
provide the district with increased accountability. The Superintendent and Chief
Financial Officer are going to meet with all appropriate district personnel to address the
findings contained within the auditors’ management letter. Monitoring to ensure
compliance will be performed throughout the year. Therefore, the corrective action
completion date for the following items is June 30, 2014. The following provides a
review of our auditors” management letter followed by the district response:

e In the review of School Food Service, it was identified that there is no second
internal check when filing monthly school food service reimbursement claims.

Response: The Chief Financial Officer has met with the Director of
School Nutrition to discuss this and an additional school food service
employee is being trained on the reporting process.

o Inthe review of federal procurement guidelines, it was discovered that the
process of reviewing vendors for exclusion had been erroneously
discontinued.

Response: The Chief Financial Officer has met with the appropriate
staff and the process of reviewing vendors for exclusion has been
reinstated. Vendors are being reviewed when the purchase amount
exceeds $2,000 and federal funds are being used. Additionally,
employees that are paid through federal programs are being reviewed
on a semi-annual basis,

o In the review of new vendor approvals, it was discovered that lapses had
occurred in the approval process.

Response: The Chief Financial Officer has met with the appropriaté staff
to insure that lapses do not occur in the new vendor approval process.
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e In the review of the minutes that were published on the website, the total
dollar amount of the contract or expenditure approved was not included in the
motion.

Response: The Superintendent and Chief Financial Officer have met
with the Board Secretary to insure that the expenditure or contract
amounts associated with a given motion are included in that motion.

We are pleased to note that many of the prior year findings were eliminated through
implementation of additional controls, We continually strive for improvement in the areas

addressed within this audit,

rd

/

Sincerely,

Dr. Lisa James, Superintendesit
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